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_ The year in brief 


Financial 1979 1978 
Millions of dollars 


Earnings for the year —before Syncrude gain .............0ccecevccseccese $ 274 $ 187 
— total including Synenide gain saya ete eee $ 288 $ 187 
Taxes and other government revenues generated .............cceceeceees $ 928 $  793e 
Total dividends declared). 0-35 ae ee ee $ 68 $52 
Shareholders: equity at year-end". 7240, eee eee ee $1,639 $1,419 
Capital andexploration expenditures so... av ee een ciel ieee $ 410 $ 485 
Working capital’. 5 20a 5 ine os a ave ee a eee a $ 661 $ 478 
Long-term liabilities! 4 ocy2 5 een tees ee ee $ 333 $ 350 
Return on average capital employed 
— excluding Syncrude gain: ais. jl oe eo see ieee 12.8% 9.9% 
— including Syncrude Gain: joi... Ses eae ae eee eee 13.5% 9.9% 
Per Share Data 
Earnings for the year — before Syncrude gain .............cceceeceecevees $ 6.02 $ 4.11 
— total including Syncrude gain. Jav.u ee $ 6.33 $ 4.11 
Total dividends declared... ..05 oe eo $ 1.50 $ 1.14 
Shareholders” equity at year-end 0 0.3. ssc Us ieee ie aed $36.02 $31.19 


Operating , 
Cubic metres per day 
Crude and natural gas liquids produced 


Conventional -—‘qross nc. oo poi 0 see deal ee 21,500 17,800 
ME ais Mele sie au «a ldolaceias Qi Atecune gave cle mele yale ene a 14,800 11,900. 

Synthetic — nets soc css 5 Lak Wiayare nel a glee ote cies ere a 1,100 —_— 
Crude oil processed by and for the Corporation... 1s. .43)..0 5-2 ee 50,600 47,900 
Petroleum products sold 3033.5 oso ea ae ee ee ee 42,900 42,800 
Thousands of cubic 

metres per day 

Natural gas produced and sold 
= GYOSS 55 6 Se Riese ode ip nla 6 sinc d: Ai vie! bol aaah alee Teen ee eee et 11,000 10,500 

See yi re re ee a oe lm 7,800 7,600 
Kilograms per day 
Petrochemical Sales «30.555 65 Scie sles se ood @ aren le ARUaL Grae URS een eo 1,394,000 1,295,000 
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Annual Meeting 

The Annual Meeting of Shareholders will be held 
in the Concert Hall of the Royal York Hotel, 
Toronto, at 2:00 p.m. E.S.T., Thursday, 

April 24, 1980. 


Front Cover 

The moods and spirit of downtown Calgary are 
reflected by the 20-storey Gulf Canada 

Square — new headquarters for Gulf Canada 
Resources Inc. Officially opened in December, 
the energy-efficient building uses a unique 
system which stores and utilizes heat generated 
by the occupants, lighting and equipment, 
enabling the complex to operate on less than 
half as much energy as structures of conven- 
tional design. 


Ce rapport est disponible en francais sur 
demande. 


Conversion to Metric 

During 1979 the Canadian petroleum industry 
commenced using the International System of 
Units, commonly called the metric system, to 
report figures related to length, area, volume 
and mass. 

The narrative in this year’s Annual Report 
gives figures in the metric measure followed by 
the corresponding traditional figure in brackets. 
Graphs and tables are in metric measure only. 

For the convenience of shareholders, a con- 
version table appears on the tinted sheet at the 
back of the report. 


Report to the shareholders 


While the 1970s could be described as a 
decade of adjustment to dwindling oil supplies 
and drastically rising prices, the 1980s promise 
to be characterized by tight supply problems 
and massive investments. 

During the last year of the 1970s, significant 
events heralded a possible turning point in 
Canada’s continuing quest for energy self- 
sufficiency. While tremendous eneray develop- 
ments and conservation efforts continue to be 
required if self-sufficiency is to be attained 
before the end of this century, important dis- 
coveries and developments in which Gulf Cana- 
da has major interests brought the nation’s self- 
sufficiency aspirations closer to reality. 

Our Corporation’s strong acreage position in 
the most prospective areas of Canada is perhaps 
the key to our exploration success — which was 
one of the highlights of 1979 activities. 

While Gulf Canada’s acreage spread may not 
be the largest in the industry, we believe it is 
probably the most strategically-located land 


position, with good representation in all the most 
prospective areas. In the frontier exploration 
areas in which we participated, oil was discovered 
in both the Beaufort Sea and off the East Coast. 
In the Beaufort Sea, the Kopanoar well, in which 
Gulf Canada has a 25 per cent interest, has been 
calculated to be capable of producing 1,900 cubic 
metres (12,000 barrels) per day while other wells 
in which we have a major interest are slated for 
completion in 1980. Off the East Coast, the 
Hibernia well, in which the Corporation also has 
a 25 per cent interest, indicated a producing 
capability in excess of 3,200 cubic metres (20,000 
barrels) per day, the largest oil flow rate to date 
in Canada. 


J.C. Phillips, 
Chairman of the 
Board; J.L. Stoik, 
President and Chief 
Executive Officer. 


Report to the shareholders 


In the Arctic Islands, Gulf Canada will have, 
upon completion of the Arctic Islands Explora- 
tion Group’s program, a 32.5 per cent interest in 
the major Whitefish gas discovery area. 


Although the frontiers attracted most atten- 
tion in 1979, almost 60 per cent of Gulf Canada’s 
total exploration budget continued to be spent in 
western Canada, resulting in an oil discovery on 
the Blood Indian Reserve west of Lethbridge, a 
major gas discovery at Medicine Lodge, anda 
number of lesser oil and gas discoveries. 
Notwithstanding current optimism for the 
frontiers, it would be a mistake if Canada did not 
keep pressing ahead with projects and improved 
technology to recover oil from our vast oil sands 
and heavy oil deposits in Alberta and Saskat- 
chewan. The Corporation is active in the 
development of both these energy resources. 
With higher world prices, Syncrude operations 
should be profitable in 1980, although it will be 
many years before the $2.2-billion invested in the 
project will be recovered by the partners. In 
addition to our Corporation’s interest in 
Syncrude, we have indicated our intent to take 
an eight per cent share of the Alsands project, 
and are also interested in participating in Imperial 
Oil’s Cold Lake project. 


Given the proper political and economic 
environment, we believe that Canada could 
achieve self-sufficiency by the early to mid- 
nineties. However, mammoth capital expendi- 
tures will be required and opportunities will 
exceed the industry’s estimated internal cash 
flow and the funds available from Canadian capi- 
tal markets if the many new tar sands and up- 
grading plants are to be built. 


Gulf Canada was encouraged by the Canadian 
government’s agreement to increase exports of 
natural gas to the United States by up to 40 per 
cent. While the approved volumes are conserva- 
tive, they will benefit Canada’s balance of trade in 
oil and gas and will generate cash flows for pro- 
ducing companies, enabling them to sustain and, 
hopefully, accelerate their search for new oil and 
gas reserves. 

It is of concern, however, that less than half 
the authorized gas exports are scheduled to be 


transported through the pre-built portion of the 
Foothills Pipeline. These relatively small volumes 
may not be sufficient to help provide adequate 
financing for this line, which is regarded as the 
essential first step in construction of the Alaska 
Highway and Dempster lines which may eventu- 
ally provide access to gas reserves already found 
in the Mackenzie Delta and Beaufort Sea. 


The world, and to a lesser extent Canada, is 
faced with a tough supply outlook in the 1980s. 
The tight situation may put an end to the de- 
pressed price conditions in refining and market- 
ing which prevailed during most of the 1970s. 

Offshore crude oil shortages in eastern Cana- 
da and industry refinery problems combined in 
1979 to create a very tight supply situation, which 
was compounded by an unexpected growth in 
demand for products, particularly gasoline. 

Measures necessary to counteract the poten- 
tial shortages included allocation to some Gulf 
Canada customers, reducing hours of operation 
at many company-owned stations, and purchas- 
ing product on the spot market at considerable 
resale losses. 


Chemicals operations showed marked im- 
provement in results last year, with prices im- 
proving substantially. As a result, a 33 per cent 
expansion to the cyclohexane unit at Montreal 
East refinery is being contemplated. At the 
Shawinigan plant, modernization of a calcium 
carbide furnace has helped to improve its effi- 
ciency. This plant is now marginally profitable, 
and new steelmaking technology involving the 
use of calcium carbide could improve the long- 
term outlook of this operation. 

It is planned that the ethylene plant at Varennes 
on the south shore of the St. Lawrence River will 
become part of anew consortium called Petro- 
mont Inc., which also involves Union Carbide 
Canada Limited and the Quebec government as 
equal partners. The objective of the Petromont 
partners is to build an efficient operation as the 
basis for perhaps doubling the present ethylene- 
producing capacity to a world-scale level of 
550,000 tonnes (1.2 billion pounds) per year. 


Based on results over the past few years, the 
decade ahead promises to be one of improved 
performance in terms of returns from marketing 
operations, which were severely depressed dur- 
ing most of the 70s. 

A marked improvement in the industry’s return 
on capital employed holds promise for the in- 
dustry’s ability to be able to tackle the massive 
undertakings ahead, which the latest Canadian 


Petroleum Association studies indicate will be as 
high as $200 billion over the next decade. 

In order to undertake investments of this 
magnitude, the industry must have the necessary 
cash flow and appropriate revenue-sharing 
regime on rising gas and oil prices — and even 
then large-scale borrowing will be required. 

In the frontier areas alone, the industry calcu- 
lates that it will spend between $70 and $90 billion 
on exploration and development before 1990. 

With individual frontier wells now costing up to 
$80 million, continued fiscal incentives will be 
required to maintain the momentum of explora- 
tion in the frontier and conventional areas which 
led to significant discoveries in the past two years. 

If Canada is to achieve its self-sufficiency ob- 
jective, revenue-sharing by governments must 
permit sufficient funds to flow through the indus- 
try in order that these massive investments can 
be undertaken at the pace required. The industry 
has clearly demonstrated that it is anxious to 
pursue its reinvestment record, which could 
scarcely be higher. 

Gulf Canada’s record earnings in 1979 do not 
compare with the almost half billion dollars 
invested in energy projects last year or the $480 
million the Corporation will have to spend to take 
an eight per cent interest in the Alsands project. 


Consolidated net earnings in 1979 were $274 
million or $6.02 per share, compared with $187 
million or $4.11 per share earned in 1978. These 
1979 earnings are before a non-recurring gain of 
$14 million or $0.31 per share resulting from the 
option exercised by the Alberta Energy Com- 
pany Ltd. to acquire 20 per cent of Gulf Canada’s 
interest in the Syncrude project. Earnings after 
the gain on the Syncrude sale were $288 million 
or $6.33 per share. 

Natural resource earnings continued to im- 
prove as a result of increased production and 
higher selling prices of crude oil and natural gas. 
Refined product and chemicals earnings were up 
significantly, reflecting firmer prices and operat- 
ing efficiencies. 

Net revenues rose $474 million to $3,058 
million. Income and other taxes increased $92 
million to $337 million. Details of financial and 
operating results appear later in this report. 


On January 1 of last year, the Corporation 
established a Calgary-based resource subsidiary, 


Gulf Canada Resources Inc., and at mid-year a 
similar downstream division, Gulf Canada 
Products Company, based in Toronto. President 
of the resources company is S.K. McWalter and 
president of the products company is L.P. Blaser. 

The reorganizations are part of a strategy 
designed to make the best use of manpower, fin- 
ancial and other resources in order to take ad-° 
vantage of the opportunities which are open to 
us and remain responsive to the changing mar- 
kets in which our products are sold. We believe 
the steps taken will enable us to better meet the 
competition and ensure our continued success 
as an energy company with related interests in 
minerals and chemicals. 


Following the Annual General Meeting of 
Shareholders on April 26, 1979, the Board of 
Directors elected President J.L. Stoik as Chief 
Executive Officer. At the same meeting, Execu- 
tive Vice-President J.C. Phillips was elected 
Chairman of the Board, effective August 1, 1979, 
succeeding Clarence D. Shepard who retired. 
Mr. Shepard, who had been Chairman since 
1964 and Chief Executive Officer since 1976, 
continues as a Director of the Corporation. 


Gulf Canada enters the new decade with the 
expectation that governments will enact the 
proper policies which will enable our Corporation 
to accomplish the job required towards providing 
energy self-sufficiency for Canada. We are arate- 
ful for the expertise and teamwork of the dedi- 
cated men and women in our employ who will 
help ensure that the job is done. 

On behalf of the Board, 


Chairman of the Board. 


President. 


Toronto, Ontario, March 21, 1980. 


Financial review 


Earnings 

Earnings from operations for the year amounted 
to $274 million or $6.02 per share, compared with 
$187 million or $4.11 per share for 1978. These 
1979 earnings are before a non-recurring gain of 
$14 million or $0.31 per share resulting from the 
option exercised by the Alberta Energy Company 
Ltd. on August 30, 1979, to acquire 20 per cent of 
Gulf Canada’s interest in the Syncrude project. 
Earnings after the gain on the Syncrude sale 
were $288 million or $6.33 per share. The Cor- 
poration’s return on average capital employed, 
which was almost ten per cent in 1978, improved 
to 12.8 per cent in 1979, or 13.5 per cent if the 
Syncrude gain is included. 

The Corporation, which accounts for its ex- 
ploration and production activities on the 
successful efforts method, revised certain of its 
practices in 1979 to conform to a uniform 
successful efforts method adopted by other 
major integrated oil companies. Earnings for 
1978 have been restated to reflect an increase of 
$4 million or $0.09 per share resulting from this 
revision. Its effect on 1979 has been to increase 
earnings by $8 million or $0.18 per share. 

Net revenues rose $474 million to $3,058 
million while expenses increased $295 million to 
$2,447 million, reflecting the higher cost of crude 
oil and increased operating expenses due to the 
inclusion of Syncrude and the Clarkson lube plant 
operations which began in 1979. Income and 
other taxes increased $92 million to $337 million. 
Total taxes and other government revenues are 
shown in Table I. 

Natural resource profits were $201 million, an 
increase of $46 million over 1978 as a result of 
higher volumes of crude oil produced which in- 
creased 21 per cent in 1979 to 21,500 cubic 
metres (135,000 barrels) per day. Natural gas 
sales volumes rose about four per cent to 11,300 
thousand cubic metres (398 million cubic feet) 
per day. Higher selling prices also contributed to 
the improved earnings. Partially offsetting these 
favorable factors were higher exploration and 
dry hole expenses which increased 44 per cent to 
$166 million, reflecting increased drilling activity 
and the higher costs of drilling, particularly in the 
Beaufort Sea and East Coast offshore areas. The 
Corporation’s proportionate share of the Syn- 
crude project production and costs has been in- 
cluded in earnings from March 1, 1979. Due to 
start-up and other technical operating problems, 
production at the plant averaged only 7,900 cubic 
metres (49,500 barrels) per day compared witha 
designed capacity of 19,900 cubic metres 
(125,000 barrels) per day which resulted in the 
operation showing a small loss for the year. 


Refined products and chemicals earnings im- 
proved significantly from $30 million in 1978 to 
$72 million mainly as a result of firmer prices and 
increased manufacturing and marketing efficien- 
cies. However, earnings from these operations 


~ are still well below an acceptable level of return. 


on capital employed and further improvements 

will be needed in the future if the necessary funds _ 
are to be available to finance replacement and 
improvement of facilities. Volumes of petroleum 
products sold remained approximately the same 
as last year at 43,000 cubic metres (270,000 
barrels) per day while refinery runs were five per 
cent higher, amounting to 50,000 cubic metres 
(317,000 barrels) per day in 1979. 


Financial position 

Capital and exploration spending totalled $410 
million, a decrease of $75 million from last year 
due to the completion of the construction phase 
of the Clarkson lube plant and the Syncrude 
project in 1978 as shown in Table II. Projected 
capital and exploration spending in 1980 will rise 
to $650 million, an increase of $240 million over 
the $410 million spent in 1979. 

Working capital was up by $183 million, re- 
flecting the greatly increased investment neces- 
sary in accounts receivable and inventories 
caused by higher product prices and larger 
volumes on hand over those of a year ago. 
Dividends declared during 1979 totalled $68 
million or $1.50 per share. 


Impact of inflation on earnings 
Inflation continues to be a serious problem in 
Canada. Based on the Consumer Price Index, 
the general purchasing power of the dollar is half — 
that of 1971. Corporate financial statements, 
however, are based on historical cost accounting 
methods and, therefore, do not adequately por- 
tray the cumulative impact of price inflation. 
The search continues for an appropriate F 
method of addressing this complex subject and 1 
efforts are being accelerated to disclose some of — 
inflation’s impact in financial statements. Two | 
approaches, constant dollar accounting and - 
current cost accounting, have emerged for more — 
detailed scrutiny and experimentation. The | 
former is intended to restate historical cost 
amounts to account for general inflation; the — 
latter is intended to measure assets in terms of 
current costs and to recognize specific changes 
in the prices of goods and services experienced 
by individual companies. The U.S. Financial 
Accounting Standards Board recently releaseda — 
standard calling for supplementary information _ 
following both methods. In late 1979 The Cana- — 


dian Institute of Chartered Accountants issued 
an exposure draft of its proposals on current 
- cost accounting calling for supplementary dis- 
closures of the effects of specific changes in the 
cost of acompany’s inventories and properties. 
Adjustments to reported profits to reflect the 
effects of inflation and changing prices can be 
significant. The following table illustrates the un- 
favorable impact upon Gulf Canada’s reported 
1979 earnings of $288 million when two major 
_ elements that are most affected by inflation are 
adjusted for the change in the dollar’s purchasing 
power as measured by the Consumer Price Index. 


Millions of dollars 


Plant and Equipment: 
Additional depreciation calculated 
on plant and equipment after re- 
stating original cost to 1979 dollar levels $90 


Inventories: 
Additional cost involved after 
restating original cost of products 
sold to 1979 levels at date of sale $40 


Table I — Taxes and Other Government Kevenues 


From Gulf Canada 


Incometaxes = CUITENt 5 aioe ee ak ee es 
SS MPICTYCUG ie hs ss eo 

Federal sales tax, property taxes, etc. ........ 

_ Petroleum and natural gas lease payments .... 
*Crown royalties, less incentive credits ........ 


Collected for governments 


Gasoline, fuel, excise and export taxes ....... 
SraMCOtAr one ee ecb eas 


Partially offsetting these unfavorable impacts is 

a theoretical gain of $50 million resulting from the 
assumption that less purchasing power is re- 
quired to pay off net liabilities when such obliga- 
tions become due. 

While indicative, the foregoing perspective does 
not address certain features unique to a resource 
company like Gulf Canada. For example, the 
cost of replacing oil and gas reserves by explora- 
tion in frontier areas or development of uncon- 
ventional resources dramatically exceeds the 
original cost of finding and developing existing 
conventional reserves. Consequently, the Cor- 
poration’s traditional financial statements do not 
provide the most appropriate basis for assessing 
its economic position. In publishing its recent 
exposure draft on current cost accounting, the 
CICA recognized these unique circumstances 
and plans to work closely with the resource 
industries in addressing them. 


1979 1978 
(millions of dollars) 


* Included in purchased crude oil, products and merchandise in the consolidated 


statement of earnings. 


Table II — Capital and Exploration Expenditures 


Additions to Property, Plant and Equipment 
ExDIOGAHON oi cae oe kes ee ek eho as 


Production 


Suncrice Srojechs 2s os ees ce cee e sess 
Inssittioilsands and cOal ies ee i ee 
ATANSPOVALION = 6-5 oa oe ee ale aes 
RenNOG east ge. oe eee he ee ens ee 
Petraocnemicaise. cnc ee eee ons 
Marketing. es on ee hia vecsies Fences 
inert epee ee ici in ss Ss ais 


TROPA ne ce 6 es ee ese wea ee 


eooceoeoereee eee eee ee eee eee ee eee eee 


De UN ia ce cal ee Cun a a oS H9 $34 
UR en ons Ga es aie hoiee ay 28 71 
CUM Gig ees Gk Ses uie le ooo bts 190 140 
Sere iain ee Gu uiy ae oo og 44 
Cle aI aes ae gee ways ake antes 232 187 

$ 628 $ 476 
UAE cine a a ny ee 300 317 
eas eon gh sis a GO oan > 928. 3) 193 

1979 1978 


(millions of dollars) 


Bae wee ea iis wieliespiorals #/ a > 00. $53 
Spe ern ale Miaue este ge Gye aleve a ays 50 52 
SOR Nuc gene ae wie s Whe a ao sm, 6 82 
ee errs Wee cic Bolen ial te 6 48 
Nero ie ete ee courte ss ce) 2 
Be See aistais ae aBlele ece Sa tien 4 & 18 74 
SMe er ehe Ne csi sine aa o's as) 4 19 
See es an eae Mig a greets oe acd oe Ze 29 
Mages Mra tata curars ute taal Sane ne 69 11 
so SARS ee SAE Peo: wins 008 viel $ 244 $ 370 
Ek Meee ER at a Cae nS arate 166 115 
RR SR eis Wnt Css sia ins $410 $ 485 


Natural resources 


Gulf Canada Resources Inc. (GCRI) invested 
nearly $300 million during 1979 compared with 
$350 million the previous year in the explora- 
tion for, and the production and development of 
petroleum resources, coal and minerals. 

The major reasons for lower resource spend- 
ing in 1979 were reduced expenditures for 
Syncrude and new energy development. With 
respect to Syncrude which came on production 
in 1978, expenditures in 1979 primarily were 
limited to completion and modification costs. 
New energy development expenditures de- 
creased from 1978 when the company acquired 
major coal properties in the Belcourt area of 
northeastern British Columbia. These declines, 
however, were partially offset by an increase in 
exploration expenditures which were about 40 
per cent higher than in 1978. 

After-tax earnings from natural resources 
were $201 million, $46 million higher than in 1978, 
and accounted for 70 per cent of Gulf Canada’s 
consolidated net earnings. The improvement 
reflected higher prices and volumes for crude 
oil and natural gas which more than offset 
increased operating costs and exploration 


expenses. 


+ 
BEAUFORT SEA 


Exploration 

The 1979 exploration program of Gulf Canada 
Resources was highlighted by participation in 
important oil and gas discoveries in the Arctic, 
East Coast offshore, and western Canada. In 
addition to these programs in the frontier and 
traditional areas of western Canada, the com- 
pany was a one-third participant in the first stage 
of a successful evaluation program of Saskat- 
chewan heavy oil acreage. 

GCRI’s involvement in these and other suc- 
cessful programs reflects a continued high level 
of exploratory expenditures and the quality of 
the company’s holdings. 


Land 

At year-end, Gulf Canada Resources had 
interests in approximately 37 million gross hec- 
tares (91.3 million gross acres) in the Beaufort 
Sea, Arctic Islands, East Coast offshore, western 
Canada and the territories, with a net interest of 
12 million hectares (29.6 million acres). A one 
million net hectare (2.5 million net acre) increase 
during 1979 included important acquisitions such 
as an interest in 42,500 hectares (105,000 acres) 
of potential heavy oil lands in Saskatchewan and 
12,200 hectares (30,000 acres) of lease and per- 
mit lands in southern Alberta’s Blood Indian 
Reserve near the company’s recent oil discovery. 


ARCTIC ISLANDS 
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Gulf Canada Resources Inc. (GCRI) 


Frontiers 

Beaufort Sea 

The highlight of industry exploratory activity in 
the Beaufort Sea summer drilling season was the 
Kopanoar M-13 discovery which had been drilled 
to total depth in 1978 but not tested until 1979. 
This well, in which GCRI has a 25 per cent 
interest, was reported by the operator to be 
capable of producing 1,900 cubic metres (12,000 
barrels) of oil per day. Kopanoar is one of five 
Beaufort Sea exploratory wells in which the 
company participated. The other four wells will 
be completed in 1980. 

In October mechanical difficulties forced aban- 
donment of a delineation well, Kopanoar 2L-34, 
four kilometres (2.5 miles) west of the discovery. 
This well will be re-drilled. 

Late in the season drilling started at Koakoak 
0-22, a wildcat location 35 kilometres (22 miles) 
east of the Kopanoar discovery. 

Ukalerk 2C-50, drilled in 1978 and tested in 
1979, flowed gas from the same zone that was 
identified in the first Ukalerk wildcat, some 245 
metres (800 feet) to the northwest. 

GCRI has a 56.25 per cent interest in the 
Tarsiut A-25 well which finished drilling last 
summer but was not tested prior to season end. 

Although the season closed in late November, 
one well will be drilled in the Beaufort this winter 
from an artificial island constructed by dredging 
during the past two summers. This well, the 
Issungnak 0-61, which will cost over $70 million, 


The Kopanoar M-13 well, capable of producing 
1,900 cubic metres (12,000 barrels) per day, was 
one of five Beaufort Sea exploratory wells in which 
Gulf Canada participated. 


is located ten kilometres (six miles) north of the 
Isserk gas discovery on acreage pooled with Esso 
Resources Canada Limited. GCRI’s working 
interest is 29 per cent. 

The company plans to continue to participate 
in Beaufort Sea drilling in 1980. GCRI’s share in 
1.1 million gross hectares (2.7 million gross acres) 
of permits in the Beaufort is nearly 500,000 net 
hectares (1.1 million net acres). Since 1976 the 
company has participated in drilling nine wells, of 
which four will be completed in 1980. 

In the Mackenzie Delta, GCRI’s 37 billion 
cubic metres (1.3 trillion cubic feet) of proved 
gas reserves are dependent upon a transporta- 
tion system to markets in the south. 


Arctic Islands 

In the Arctic Islands, GCRI has 2.4 million net 
hectares (5.9 million net acres) out of a total 10.4 
million gross hectares (25.8 million gross acres), 
and since 1972 has participated in the drilling of _ 
14 wells. 

Drilled from an ice island, Whitefish H-63 was a 
major gas discovery in 1979 for the Arctic Islands 
Exploration Group (AIEG) in which the company 
has a 25 per cent interest. By spending $80 
million this group is earning interests farmed out 
from Suncor and Global Arctic Islands Limited. 
Because Gulf Canada Resources already had an 
interest in the acreage in this area, our share in 
the Whitefish discovery acreage will be 32.5 per 
cent. Initial estimates suggest reserves exceeding 


In the Arctic Islands, 
the Whitefish well, in 
which Gulf Canada 
will have a 32.5 per 
cent interest, was a 
major natural gas 
discovery. It is shown 
here flaring gas du 

a brief test. 


Gulf Canada Resources Inc. (GCRI) 
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85 million cubic metres (three trillion cubic feet). 
In November a step-out well, Whitefish G-63, 
began drilling 245 metres (800 feet) west of the 
discovery, also from a strengthened ice platform. 
The step-out well will test the primary producing 
horizons at the H-63 discovery and the deeper 
zones that correspond to the productive zones 
at the Hecla and Drake fields 110 kilometres (70 
miles) to the southwest. 

Two other AIEG wildcats to be drilled in 1980 
will be in the vicinity of Ellef Ringnes and King 
Christian Islands. 


East Coast Offshore 

Last year was the industry’s most active to date 
on Canada’s East Coast offshore. GCRI partici- 
pated in five of the eight drilling vessels operated 
through the summer and in 25.9 per cent of the 
expenditures in four wells drilled by the Labrador 
Group. Bjarni 0-82 flowed nearly 200,000 cubic 
metres (seven million cubic feet) of gas and 12 
cubic metres (75 barrels) of condensate per day, 
with testing to be completed in 1980. Roberval 
K-92 was also suspended until 1980 because 
mechanical difficulties prevented testing a poten- 
tial hydrocarbon bearing zone below 3,000 
metres (10,000 feet). 

Gilbert F-47 was spudded in late August and 
will continue drilling next summer; Tyrk P-100 
was dry and abandoned. 

On the Grand Banks south of the Labrador 
Group acreage, the company has a ten per cent 
interest in the Hare Bay H-31 well, which also 
was dry and abandoned. 

At year-end, testing was completed at the 
Hibernia P-15 oil discovery. Drilled 310 kilo- 
metres (193 miles) east of Newfoundland in 80 
metres (270 feet) of water, a series of tests identi- 
fied three principal zones of oil accumulation and 
indicated a total producing capability in excess of 
3,200 cubic metres (20,000 barrels) per day. 

As final tests of the P-15 well were being com- 
pleted, the first step-out, Mobil et al Hibernia 
O-35, began drilling four kilometres (2.5 miles) 
west of the discovery, as well as a wildcat, Ben 
Nevis, 37 kilometres (23 miles) southeast of 
Hibernia. 


If the step-outs are successful and appropriate 
governmental regulations can be negotiated, 
commercial production of the Hibernia reservoir 
could commence within five years. Sufficient oil 
reserves must be established to justify the large 
investment required to bring the discovery into 
production. Total cost of the discovery well was 
more than $40 million. 


Western Canada 

Industry exploration expenditures continued at 
record levels in western Canada where Gulf 
Canada Resources spent $116 million, about 60 
per cent of its exploration budget. 

The company participated in the drilling of 84 
gross exploratory wildcat wells, of which 12 gas 
and 31 oil were successful and 41 were dry. 
These totals include suspended wells where 
testing and evaluation are required prior to 
confirming the existence of proved reserves. 

An important foothills gas discovery in which 
the company has a major interest was at Medi- 
cine Lodge 5-25. The well flowed 1.6 million cubic 
metres (55 million cubic feet) of gas per day 
under test and has a calculated open flow poten- 
tial of 4.5 million cubic metres (159 million cubic 
feet) per day. Gulf Canada Resources has a 68.75 
per cent interest in this discovery which is 
located on a 2,460 hectare (6,080 acre) lease 
block that is part of the company’s large land 
holdings in the area. Further drilling on this pool 
is planned with the gas probably being tied in to 
the proposed Robb-Hanlan gas plant. 

GCRlI also has a 25 per cent interest in the 
Blood 10-30 oil discovery in southern Alberta 
which tested at over 80 cubic metres (500 
barrels) of oil per day. The company subse- 
quently improved its acreage position in the 
immediate area and during 1980 will participate in 
several wildcat and development wells. 

Forty-three exploratory wells were drilled in 
the conventional heavy oil area of western 
Saskatchewan, most on the Saskatchewan 
Heavy Oil Project (SHOP) agreement acreage, 
resulting in 27 potential oil wells and four gas 
discoveries. Under the SHOP agreement, GCRI 
and partners Petro-Canada and Saskoil can each 
earn a one-third interest in 65,800 lease hectares 
(162,500 acres) by the shared expenditure of 
$99 million. 

Heavy oil along the Saskatchewan-Alberta 
border is designated as “conventional” because 
it can be produced by normal production 
methods. Although a low recovery of the oil in 
place will result from normal production prac- 
tices, it is anticipated that recovery will be sub- 
stantially increased by enhanced techniques. 


The Sedco 709 rig drilled 
the first Hibernia step- 
out well. 


In a series of tests, 
the Hibernia discovery 
well, 310 kilometres 
(193 miles) east of 
Newfoundland, indi- 
cated a total produc- 
ing capability of 3,200 
cubic metres (20,000 
barrels) per day. 
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Production 

Crude Oil 

High levels of crude oil production resulted from 
strong demand throughout Canada and oil swaps 
with the United States, by which western oil was 
exchanged for offshore oil delivered to eastern 

. refineries. The swaps were made necessary by 
disruption and shortages in international supply. 

Gross average daily oil production from 1,224 
net wells was 18,200 cubic metres (115,000 
barrels), up 24 per cent from 1978. Natural gas 
liquids production averaged 3,300 cubic metres 
(21,000 barrels) per day, a seven per cent 
increase. 

The major enhanced recovery miscible flood 
project in the South Swan Hills field of Alberta 
continued to operate successfully. In Saskat- 
chewan, the Willmar field pilot test remained on 
waterflood, with miscible fluid injection expected 
to start this year. Four additional company- 
operated miscible projects in mature oil fields, 
together with four partner-operated programs, 
are expected to increase recoverable reserves 
significantly. 


Natural Gas 

Demand for natural gas was marginally higher 
than in previous years and resulted in increased 
sales. Average daily sales from company reserves 
were eleven million cubic metres (389 million 
cubic feet) from 354 net wells. 

Although the federal government approved 
the export of 105.6 billion cubic metres (3.75 
trillion cubic feet) of natural gas to the U.S. over 
an eight-year period, there will continue to be 
shut-in capacity for GCRI and other producers in 
the foreseeable future. 

Over the next few years the company expects 
to maintain its share of natural gas production. 
The decline in deliverability from mature gas 
fields should be offset by shut-in capacity, 
averaging 14 per cent in 1979, and by new dis- 
coveries, particularly in the foothills. 

A new foothills gas plant is planned near 
Edson, Alberta, with construction scheduled for 
early 1981. This Gulf-operated plant, in which the 
company will have about a 30 per cent interest, 
will bring the Robb-Hanlan natural gas fields on 
stream by late 1982. 


Reserves 

Production drilling was up over 1978, with 49 
net development wells (including development 
outpost wells) being drilled. Of these, 17 were 


Gross natural gas produced and sold 
Millions of cubic metres per day 


Gross crude oil and natural gas liquids produced 
Thousands of cubic metres per day 


Po Natural gas liquids 
GR Crude oil 


75 76 77 78 79 


designated as oil and 17 as gas, with both oil and gas 
being found in some wells. 

Although crude oil production increased, the 
decline in proved remaining reserves of crude oil 
and natural gas liquids from 61.4 million cubic 
metres (386 million barrels) to 58.2 million cubic 
metres (366 million barrels) was less than the 
1978 decrease. The major portion of proved 
reserve additions came from upward revisions of 
older established pools. There were a number of 
extensions and discoveries that require further 
evaluation before being added to reserves. 

Proved remaining reserves of natural gas 
declined during 1979 from 76.1 billion cubic 
metres (2.7 trillion cubic feet) to 70.4 billion cubic 
metres (2.5 trillion cubic feet) because of con- 
tinuing depletion of older reservoirs. Significant 


An oil discovery on 
the Blood Ind: 
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Estimated Remaining Proved Reserves 


Gross(1) __ Net (2) 
1979 1978 1979 1978 
Conventional Reserves 
Western Canada 


Crude oil and natural 
gas liquids (3)(millions 


of cubic metres) 58.2 61.4 38.6 40.7 
Natural gas (4) (billions 

of cubic metres) 70.4 76.1 50.7 59.2 
Other Reserves 

Syncrude (5) (millions 

ofcubicmetres) 23.8 30.2 

Sulphur (millions of 

tonnes) 48, 5.4 3.9. .a4 


1. Gross reserves are before deducting royalties. 

The proved reserve estimates include only those 
volumes which appear with reasonable certainty to be 
recoverable in the future from known oil and gas 
reservoirs under existing economic and operating 
conditions. 


2. Government royalty rates can vary depending on 
prices, production volumes, the timing of initial pro- 
duction and changes in legislation. Net reserves 
have been calculated on the basis of the royalty 
rates experienced in late 1979. 


3. Crude oil reserves in the frontier areas have not 
been included as there has been insufficient drilling 
to determine if the reserves are of commercial size. 


4, Natural gas reserves in the frontier areas are not 
included as their recovery depends on approval and 
construction of a pipeline to transport the gas to 
markets. Gulf Canada’s share of gross proved 
reserves in the Parsons Lake area of the Mackenzie 
Delta is estimated to be approximately 36.6 billion 
cubic metres. 


5. Synthetic crude oil reserves resulting from Gulf 
Canada’s interest in the Syncrude project are shown 
in gross volumes only. The Alberta government’s 
share from the Syncrude project is 50 per cent of 
net profits, as defined in an agreement between the 
project participants and the government, with an 
option to convert to a 7.5 per cent gross royalty. On 
either basis, the Alberta government has the right to 
take its share in kind. These reserves will be ex- 
tracted by mining and processing oil sands. 


During 1979 Alberta Energy Company exercised its 
option to obtain a 20 per cent working interest in 
Syncrude. This reduced Gulf Canada’s interest to 
13.4 per cent which accounts for approximately 95 
per cent of the reduction in remaining synthetic 
crude oil reserves in 1979. Production during 1979 
accounts for the remainder of the reduction. 


Estimated gross reserves Western Canada 
natural gas 


Billions of cubic metres 


ee 


75 76 77 78 79 


Estimated gross reserves 
conventional crude oil and natural gas liquids 
Millions of cubic metres 


Natural gas liquids ee Crude oil 


75 16 77 78 79 


discoveries from 1979 and previous years, when 
fully delineated and evaluated, should increase 
proved reserves in the future. 

Frontier reserves such as Parsons Lake, White- 
fish, Kopanoar and Hibernia have not been in- 
cluded as proved reserves because transportation 
systems to bring these resources to market are 
not yet in place. The portion of these reserves 
that will be proved in the future have been in- 
cluded in Established Reserves, a category 
adopted by organizations such as the Canadian 
Petroleum Association, the National Energy 
Board and the Alberta Energy Resources Con- 
servation Board. 

This category was developed in 1978 by a joint 
task force on uniform reserves terminology 
under the auspices of the Interprovincial 
Advisory Committee on Energy which reports to 
the Council of Energy Ministers. It takes into 
account not only probable transportation sys- 
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tems, but also additional drilling which, with 
reasonable certainty, will prove additional re- 
serves in western Canada and frontier areas. 

Gulf Canada Resources’ established reserves 
of crude oil and natural gas liquids are 32.8 
million cubic metres (206 million barrels) more 
than proved reserves; and in the case of natural 
gas are 76.1 billion cubic metres (2.7 trillion cubic 
feet) higher. 


Sulphur 

Net production declined from 266,000 tonnes 
(261,000 long tons) in 1978 to 220,000 tonnes 
(217,000 long tons) in 1979, a reduction of 17 per 


cent. A sulphur prilling tower — North America’s 


first — at the Strachan gas plant was near com- 
pletion at year-end. The tower will produce 
premium quality sulphur prills for export. 


A sulphur prilling 
facility, which was 
nearing completion at 
the Strachan, Alberta, 
gas plant at year-end, 
produces environ- 
mentally safe beads of 
hard sulphur for sale 
to overseas and 
domestic markets. 
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Mineable Oil Sands 

Production of synthetic crude oil from the 
Syncrude project averaged 7,900 cubic metres 
(49,500 barrels) per day during 1979 as com- 
pared to approximately 3,200 cubic metres 
(20,000 barrels) per day for the last six months 
of 1978. Although production rates were limited 
early in the year by extremely cold weather, 
remedial measures reduced the impact of 
winter conditions on mine output. Production 
restrictions over the remainder of the year were 
primarily a result of being unable to sustain 
two-train operation in the upgrading section of 
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the plant. Rates average 13,400 cubic metres 
(84,000 barrels) per day for July and August 
when two-train operation was attained. 

Although Syncrude showed a loss for 1979, 
improved production levels and synthetic crude 
pricing should contribute to profitable opera- 
tions in 1980. GCRI’s interest in Syncrude was 
reduced to 13.4 per cent in 1979 when the 
Alberta Energy Company Ltd. exercised an 
option to acquire a 20 per cent interest. 

During 1978 GCRI entered into a joint 
venture agreement with eight other companies 
forming the Alsands Project Group. This ven- 
ture, in which GCRI has an eight per cent 
interest, received Energy Resources Conserva- 
tion Board approval in December to construct 
and operate a Syncrude-type mining project to 
produce 22,000 cubic metres (140,000 barrels) 
per day of synthetic crude. Project construc- 
tion, scheduled for completion by 1986, requires 
Alberta and federal government approval. 

In addition, the company farmed into a 
15,000 hectare (37,000 acre) mineable oil sands 
lease north of Fort McMurray, Bituminous 
Sands Lease No. 30, and can earn up to an 
83.75 per cent interest by spending $42 million 
for exploratory work. Completion of explora- 
tion and feasibility studies could result in.an 
application to the Alberta Energy Resources 
Conservation Board for a development permit 
in 1985 and a decision in late 1986 to begin 
building a mining and processing plant. 


In-situ Oil Sands 

GCRI completed its in-situ heavy oil experi- 
ments at Cold Lake and is continuing with the 
fire flood experiment at Wabasca. New experi- 
mental field programs are planned for the com- 
pany’s Pelican Lake properties at the south end 
of the Wabasca deposit, and at Surmont which 
is located near the south end of the Athabasca 
deposit. Construction of an experimental pilot 
project at Pelican will begin in 1980 with start- 
up scheduled for 1982. Experiments on the 
Surmont property undertaken in conjunction 
with the Alberta Oil Sands Technology and 
Research Authority will examine anew 
approach to oil sands recovery involving the 
construction of horizontal wells. 


Coal 
On the Belcourt joint venture which is being 
undertaken in conjunction with Denison Mines 


Limited, field exploration has confirmed the 
presence of substantial resources of high quality 
metallurgical coal and a feasibility study is now 
being prepared. 

The company has also been active in coal 
exploration in northern British Columbia and 
Alberta where significant blocks of coal licences 
and leases have been acquired. Work was dis- 
continued on the Mount Head area project in 
southwestern Alberta. 


Minerals 

Gulf Canada Limited continued to benefit from 
its 5.1 per cent interest in the Rabbit Lake 
uranium mine in Saskatchewan, and to share 
an interest of up to 50 per cent in exploration 
activities undertaken through a joint venture 
with Gulf Minerals Canada Limited. 


Capable of magnifying 
up to 200,000 times, 
this electron micro- 
scope in the geological 
lab at Gulf Canada 
Square enables tech- 
nicians Rick Davies 
and Ania Kamienska 
to describe and inter- 
pret the porosity of 
reservoir rock. 


During geological 
exploration a worker 
trenches a coal seam 
on one of Gulf 
Cancda’s northern 
British Columbia 
properties. 
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The formation of Gulf Canada Products Com- 
pany (GCPC) on July 1, 1979, brought together 
into one operating company all downstream seg- 
ments of Gulf Canada — Refining, Marketing, 
Supply and Distribution, Chemicals and Propane. 
The purpose of this company is to co-ordinate 
more effectively the operations of all departments 
in the refined products segment and to develop 
Gulf Canada’s strategic position in future mar- 
kets for hydrocarbons and related businesses. 

The refined products segment in 1979 was 
dominated by the world-wide shortage of supply 
which followed the political crisis in Iran. Crude 
oil prices were raised significantly by OPEC 
nations and volumes were restricted. The effect 
on eastern Canada, which relies on imported 
crude for much of its requirements, was to 
remove the surplus product which had de- 
pressed prices in this area to marginal levels for 
the past several years. 

Product prices and profitability improved, 
although some difficulty was experienced in 
securing adequate supplies of crude oil to meet 
Canadian demands which grew by more than 


Crude | Cubic metres per 
Processing Capacity calendar day 


Point Tupper, Nova Scotia ... 12,900 
Montreal East, Quebec 12,300 
Clarkson, Ontario 12,600 
Moose Jaw, Saskatchewan* .. 2,100 
Calgary, Alberta* 1,400 
Edmonton, Alberta 12,700 - 
Kamloops, British Columbia . . 1,500 
Port Moody, British Columbia 5,900 


Total : 61,400 
* Asphalt plants : 


four per cent. This growth rate in the use of 
petroleum products is among the highest in the 
world and is counter to the federal government’s 
goals of conservation and energy self-sufficiency 
which Gulf Canada strongly supports. 


Manufacturing 

Eighty-three per cent of total refinery capacity 
was utilized in 1979, five per cent more than the 
previous year. In western Canada, plants ran at 
capacity due to high demands, while in central 
and eastern Canada throughput was at about 75 
per cent due to limitations of crude supply. 

A significant energy conservation program has 
been practiced in Manufacturing since 1976. Last 
year an equivalent of approximately 32,000 cubic 
metres (200,000 barrels) of crude oil was saved, 
primarily through improved operating practices. 


Last spring Super 
Unleaded gasoline, 
especially formulated 
for new model cars, 
was added to the 


¥ product line. 


Energy-saving 
programs in manu- 
facturing plants are 
reducing fuel costs an 


Edmonton refinery 
recorded a 23 per cen 
“ saving in 1979. 


average of 13 per cent 
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The chemicals units operated at near capacity 
throughout the year with ethylene production 
at arecord 191,000 metric tons (422 million 
pounds), and cyclohexane production at 136,000 


Crude oil and petroleum products transported 
Millions of cubic metres 


Crude oil processed by and for the Corporation 


Thousands of cubic metres per day 


ee Canadian 
aoe Imported 


cubic metres (30 million gallons). At the Shawini- 
gan plant, a calcium carbide furnace was 
modernized to 1980 standards. 

The olefins operation at Varennes reduced 
production costs through a conservation pro- 
gram particularly related to boiler and turbine 
improvements. At Shawinigan, the modernized 
furnace increased internal consumption of 
carbon monoxide and reduced the requirement 
of coal in the calcining of limestone. 


Marketing 

Demand for petroleum products showed particu- 
lar growth in motor gasoline and diesel fuel mar- 
kets. Heating fuel volume continued to decline as 
the trend to natural gas and electricity continued. 

In 1978 Gulf Canada opted to forego business 
not yielding a reasonable return, but these 
volumes were recovered in 1979 as light oil sales 
increased by four per cent in a market where 
higher prices prevailed. 

Marketing continued to respond to the con- 
servation ethic of the 70s by continuing a series 
of nationally advertised “car care” programs 
emphasizing that a well-maintained vehicle 
operates 24 per cent more efficiently. 

Early in 1979 the new lubricating oil plant at 
Clarkson refinery came on stream and intro- 
duced to the marketplace HydroTreated (HT) 
lubricants reformulated to meet latest industry 
standards. Subsequently, Gulf Canada intro- 
duced a new Super Premium Motor Oil, using 
the unique quality HT product designed for the 
fuel-efficient autos of the ’80s. 


Gulf Canada’s program to consolidate ser- 
vice station facilities continued and, over the 
past five years, the number was reduced from 
4,700 to 2,900. Marginal low-volume stations 
have been replaced by strategically located 
high-volume facilities and, as a result, the com- 
pany has been able to establish a network which 
sells more gasoline through fewer outlets. 

Conversion to metric measurement began on 
January 1, 1979. Preliminary work prior to that 
date effected a smooth transition and a mini- 
mum of confusion for dealers and customers. 


Petromont Inc., a new 
chemical consortium 
formed in 1979, will 
include the assets of 


Gulf Canada’s 


Varennes facility. 
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Supply and distribution 
During 1979 some OPEC members more 
than doubled crude oil prices. The Iranian 
situation reduced world crude supply and con- 
tributed to spot cargos selling for up to $94 
per cubic metre ($15 per barrel) above official 
levels. Because of the extremely tight supply 
late in 1979, GCPC purchased 160,000 cubic 
metres (one million barrels) of product at prices 
substantially higher than the prices at which it 
could be sold to ensure continuity of supply. 
The rise in Canadian crude of $1.00 per 
barrel scheduled for January 1, 1979, was 
deferred and implemented on July 1. 
The Toronto distribution terminal, site of 
Gulf Canada’s first refinery, was sold as part of 
an effort to control distribution costs. 


Chemicals sales 

Earnings were well ahead of 1978 and re- 
flected the strong demand and firm prices for 
all products. 

Chemicals plants operated and sold at 
capacity with the exception of the Varennes 
olefin unit. Although this facility operated above 
its previous level, it was restricted by feedstock 
shortages early in the year due to a fire at the 
Montreal East refinery. 

The basis for the formation of a chemical 
consortium in Quebec was finalized with the 
signing of letters of intent to combine the assets 
of GCPC’s Varennes ethylene plant and Union 
Carbide’s Montreal East ethylene facilities. The 
assets will be held and operated by a new com- 
pany, Petromont Inc., to be owned equally by 
Gulf Canada, Union Carbide Canada and the 
investment arm of the Quebec government, 
Société générale de financement. Operation of 
the facilities by the consortium is expected to 
commence in 1980. 

Based on the new capacity of Shawinigan’s 
rebuilt furnace, steps are being taken to pro- 
vide a calcium carbide-based steel desulphuriz- 
ing reagent to the steel industry. 


Commercial Alcohols, a producer of ethanol 
acquired as a wholly-owned subsidiary from 
Canadian International Paper at the beginning 
of 1979, operated at near capacity. 


Superior Propane 
This wholly-owned affiliate maintained its 
position in the marketplace in 1979. In face of 
energy conservation patterns throughout the 
heating sector of the industry, the company 
improved profits and volumes. 

A continuing trend toward summer outdoor 
living and recreation contributed to sales. 

During the year a maintenance program for 
propane furnaces was introduced. Developed to 
emphasize the importance of fuel conservation, 
the program continues to keep customers in- 
formed of energy-saving methods. 


Petroleum products sold 
Thousands of cubic metres per day 


ee Motor gasoline [J Other 
(A Middle distillate 


41.7 


Petrochemical sales 
Millions of kilograms 


(AA Ethylene 


Richmond Hill, Ontario, 
lessee Jerry Vine tells 
customer advantages of 
using new Hydro- 
Treated Super Premium 
Motor Oil. 
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Research and development 

An active participant in the Corporation’s 
environmental conservation programs, the 
Research and Development Department con- 
ducted air, water, and noise surveys at 
refineries and chemical plants to evaluate the 
effectiveness of abatement programs. Of 
particular interest was the installation of a 
sulphur dioxide monitoring network for air 
quality management at Kamloops refinery, and 
pilot plant studies for water treatment at 
Clarkson and Montreal East refineries. 

In response to the need for high octane gaso- 
line without the use of lead, Gulf Canada has 
developed low-cost processes to make high 
octane gasoline blending components. Patents 
for these “oxygasoline” formulae have been 
allowed in the United States with applications 
pending in Canada and other countries. 

Efforts were expanded to develop technology 
in support of new resource developments. A 
pilot plant capable of modelling heavy oil 
recovery processes is now operational and ex- 
panded facilities for enhanced oil recovery. 
procedures are being used in support of field 
projects initiated by Gulf Canada Resources. 

Research personnel took part in the con- 
struction of demonstration sulphur-asphalt 
highways in Ontario, Florida, Minnesota, 
Michigan and Saudi Arabia. Commercialization 
of sulphur-asphalt technology seems imminent. 


Environmental affairs 

Gulf Canada’s policy requiring an environmental 
impact assessment on all new projects helps 
ensure that conservation is of major concern in 
management decisions. Capital expenditures 
were $17 million in 1979. 

A growing trend during the year was the 
recognized need by governments for examining 
the economic effects on industry, and on society, 
of environmental regulations. The Economic 
Council of Canada is carrying out a major 
study on regulatory reform, and the Treasury 
Board’s requirement for a socio-economic 
impact assessment on all new environmental 
rules may produce a refreshing change in 
regulatory philosophy. Gulf Canada has been 
actively involved in these activities. 

The Corporation has also taken a leading role 
in industry reaction to environmental legis- 
lation at provincial and municipal levels. Gulf 


Canada’s position is to resist legislation and 
regulation which, although designed for conser- 
vation, result in disproportionate economic waste. 


Realty 

Gulf Canada Square — a 20-storey office tower 
in downtown Calgary — was officially opened 
on December 6, 1979, by the Honorable Merv 
Leitch, Alberta Minister of Energy and Natural 
Resources. The energy-efficient building is the 
new home for over 1,600 Calgary employees 
who were previously located in a number of 
locations. Approximately 40 per cent of the 
building is leased by others. 

After 30 years at 800 Bay Street, Toronto, the 
head office of Gulf Canada Limited is being 
relocated at 130 Adelaide Street West. Gulf 
Canada Products Company will continue to 
occupy the Bay Street premises. 


Research efforts 
contributed to improved 
heavy oil recovery 
methods. Here, Joe 


Isojima works ona test 
at Sheridan Park. 


Major portion of 
expenditures for 
environmental conser- 
vation was directed to 
Gulf Canada 
Resources. A crew 
with electrofishing 
equipment collects 
and types fish near 
proposed Pelican 
Lake in-situ project in 
north-central Alberta. 
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Human resources 

Emphasis was directed to determining the 
management capabilities required for the years 
ahead. A new middle management program was 
launched which addresses the need for more 
general management capabilities in the Corpora- 
tion’s future senior managers. A significant 
highlight was the inclusion of spouses of the 
candidates in a three-day program which ack- 
nowledges the effect on the home environment 
that can result from a manager’s job demands. 

The final labor agreement for 1979 was signed 
late in the year. Two-year contracts provided 
increases of 8.5 per cent in 1979 and 7.5 per cent 
in 1980, but subsequent industry settlements 
resulted in Gulf Canada raising these wage 
adjustments to 10.5 per cent. Salaried employees 
were granted adjustments of seven per cent as of 
January 1, 1979, and eleven per cent for 1980, 
effective December 1, 1979. 

A Corporation-paid dental plan was intro- 
duced for employees, effective January 1, 1979, 
and extended to pensioners and disabled 
employees as of January 1, 1980. Also initiated 
was an improved early retirement program. 

The upgraded plan permits retirement at age 60 
without discount and retirement earlier than age 
60 with a five per cent per year discount if age 
plus years of service total at least 75, plus an 
optional joint spouse pension. To assist 
employees in adjusting to retirement, a pilot 
program of pre-retirement counselling is now 

in progress. . 

In the field of safety, employees at 19 locations 
received the President’s Safety Award as a result 
of no lost-time incident records. Of special note 
is the achievement of employees in Gulf Canada 
Resources Inc. who worked over 3.8 million man- 
hours before a significant accident occurred on 
the job, an unprecedented record for a major 
Canadian oil and gas producer. 


Public affairs 

Gulf Canada’s communications program con- 
tinued to stress the importance of conservation 
and forward-looking energy policies. Dialogue 
with governments, media and key interest 
groups was directed to a wide range of issues, 
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On lawn of Port Moody refinery, employees receive 
award for their accident-free safety record. 


particularly the question of Canada’s self- 
sufficiency which the Corporation’s management 
team took every opportunity to address 

publicly and privately. Printed and audio-visual 
messages to employees, dealers and share- 
holders were used effectively to explain and 
elaborate on current industry issues. 


Corporate financial support to educational, 
health, cultural, youth, community and public 
interest organizations in 1979 totalled more 
than $1.7 million. Employee contributions to 
United Way campaigns across Canada reached 
record objectives. 

Gulf Canada has traditionally encouraged 
its employees to participate in community 
organizations as volunteers. Last year, as further 
practical support, a special budget for com- 
munity services was initiated to provide funds 
for projects in which employees are involved. 

As a tribute to The Year of the Child, the 
Corporation was a major supporter of the 
Canadian Children’s Opera Chorus. Its aid to 
the handicapped included a gift of a unique 
machine to the Canadian National Institute for 
the Blind which will “read” books and other 
printed material not yet available in braille. 

To foster better understanding among 
Canadians, Gulf Canada again conducted a 
cultural program for the children of employees, 
in which French and English-speaking children 
travelled across Canada to exchange visits. 

The francization program in the Province of 
Quebec continued to gain momentum and 
virtually all management positions at Gulf 
Canada’s Montreal headquarters are now 
held by bilingual personnel. 


Children of employees 
across Canada 
participated in a 
cultural exchange 
program in which 
English and French- 
speaking students 
visited each other for 
ten days. Lyle 
Berreth, Scott 
Thompson and Eric 
Parks enjoy them- 
| selves in Calgary. 
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Consolidated statement 
of financial position 
December 31, 1979 


Assets 


Current: 
Cash and term deposits: 3.23 2.4 cece ee eee 
Marketable securities, at cost (apt One market value) ....... 
Accounts receivable: 52 4.0 es Geta es oe eee 
Inventories of crude oil, products oe merchandise: 50 23 eee 
Materials, supplies and prepaid expenses ..............e0ec000- 
Investment in Amalgamated Bonanza (note 3) .................6- $141 
Deduct Gulf Canada shares received and 


cancelled on sale (notes:3 and 9) 2.0.52 eee ee 139 


Total-current assets 3). as ee ee 


Investments, long-term receivables and 
other assets (note 4) 22.05. 035 Soi ee eee 


Property, plant and equipment, at cost 


less accumulated depreciation, depletion 
and amortization (note 5). 3. ss 525 25. oe ee 


On behalf of the Board: 
A. Powis, Director 
J.L. Stoik, Director. 


(See accompanying notes to consolidated financial statements) 


1979 1978 
(millions of dollars) 
$252 S219 

248 134 
697 528 
543 393 
52 39 

2 
1,594 1413 
87 81 

1,607 1,567 
$3,288 $2,761 


Gulf Canada Limited 


Liabilities and 7 
shareholders’ equity ve 
1 
Current: ean 
a Oe eae 
Accounts payable and accrued liabilities one Gand 7)... Sete e ee ees pie 0 
Income ancorner,taxes payable o.oo ow. dock chciee's Sulee'sjoegce es Soon Kae 
(eurrent portion of long-term liabilities =, Joi 65 coe ad ee da hobs seas 15 


Dividends payable MEER NCEE Meee hers Weel eCOe Sie Sires al olletehe tous. slaveie wig ie ieiehene ous s 


ia 


Mo raletierent NoUiiNes (ies oe ae ols es ee pectin k tines met no's 
Long-term liabilities (note 8) ........ 0... cece ccc eee eee eee ees 333 
Deferred income taxes 20.0... oe eee cece eee tent beste cee weeens iS BBSs i 
Shareholders’ equity: 
Bee ay Poa Be eos vale 4 naa Wa eM AOS saints os ok hk TAOS 
Re laMieeeariinas Ole Dit aie on Cues sv cna a eed base Wes 85 L234 
Total shareholders’ ge Be A ee way ec uinde s eck tals 1,639 


Auditor’s Report 


To the Shareholders of 
Gulf Canada Limited: 


We have examined the consolidated statement of financial position of Gul If Canada Limited as | 
at December 31, 1979 and the consolidated statements of earnings and changes in financial 
position for the year then ended. Our examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests and other procedures as we 
considered necessary in the circumstances. 

In our opinion, these consolidated financial statements present fairly the financial po ) 

corporation as at December 31, 1979 and the results of its operations and the changes in its 
financial position for the year then ended in accordance with generally accepted accounting 
principles applied, after giving retroactive effect to the change in accounting practice referred 
note 2, on a basis consistent with that of the preceding year. 


Toronto, Canada, Clarkson 
February 8, 1980. 7 Chartered Acc 
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Consolidated statements of earnings 


Year ended December 31, 1979 


Earnings 


Revenues: 


Gross sales and other operating revenues ...........2ceeceececceees 


Deduct — 


Crude oil sales: (note ]) 3 ose) Se eer eee oe te eee re 
Taxes collected for:governments <)>... 4. . vbae nce «nace ee eee 


Net sales and other operating revenues ...............0. Rp ie ns a 
Investment‘and sundry income: = 642... 22s ee ee ec 


Net revenues esses Se os Se ae a ea tees ce anne er 


Expenses: 


Purchased crude oil, products and merchandise (note 1) ............. 
Operating expenses... o aSic cn sie oe wre ruse ote Se eee 
Exploration, dry hole and other frontier area expenditures ............ 
Selling and administrative expenses .........cccc cece cece ec eececces 
Taxes other than taxes On iNCOME .......... cece cece ccs ce cece ees 
Income faxes'(note I) 5 oo hs Cee ie ot ee eee eee ree eee 
Depreciation, depletion and amortization (note 12) .................. 
Interest on: long-term liabilities <0 3)... ...02)/ ies s cies ee eee 


Earnings for the year before Syncrude gain ........... cee cc eee cece 
Gain on sale of portion of Syncrude interest (note 13) ...............06- 


Earnings for the years: aise 20a cei. Os aig tie ate a tererne ree ee ne 
Earnings per share before Syncrude gain ............. ce ceececceceecs 


Earnings: per Share, -is cates els eile crete! wie wane se pug ay ete tele a cltahee arsvcran eeeh aealma 


Retained earnings 


Balance, beginning of 'the year (note'2)- 2.20) o). Fes warcuiae ciate sce et ne 
Add earnings for the Yeaten! sci ss sda oo eta aa aac oo eae 


Deduct — dividends i253 si oo See aA ne ee ee 


— excess of consideration applicable to shares received and 


cancelled over their average paid in value (note 9) .......... 
Balance, end:of:the:- year ob. haces =< yethne tine Oe eee cs eauae oe 


(See accompanying notes to consolidated financial statements) 


1979 1978 
(millions of dollars) 
$5,384 $4,665 
(2,077) (1,797) 
(300) (317) 
3,007 2,551 
SE ao 
3,058 _2,584 
1,406 1,328 
372 266 
166 ETS 
355 328 
190 140 
147 105 
123 89 
25 26 
2,784 2,397 
274 187 
14 
$ 288 $ 187 
$ 6.02 $ 4.11 
$ 6.33 $ 4.11 
$1,138 $1,003 
288 187 
1,426 1,190 
68 52 
124 
$1,234 $1,138 


-y. “ar © Fak: 4 hes 
Sf tire: 
vo 
ao. 
fa 
a ¥ \ 


: 
; 


‘ 


Gulf Canada Limited 


Consolidated statement of changes 


in financial position 
Year ended December 31, 1979 


Source of funds: 
RCM COMO Sree eric he cc wo ee ely isn | bana ein ere wieltlaieclae Seue's 
ACME XDIGFANOMICKDCMUILUTCS) 2... salads vias (aks swe cna’ Gage Su tisleae's 


From operations before exploration expenditures .............000005- 
ENC SNOE TO DER CSM cok Ge le oe Cog eh ie Gib a kb aac B19 iaareice wis, tele'¥"s. 4 
bP cleo portion of oyncrude interest... si. cc lacs weve secedec cesses 
Long-term obligations ............. Tape of fe Reg pt eo Tana OT a 
IPS ICC SHMCNIS ln os tc aS NA Saag wba disenee Bevis eedies owe’ 


Use of funds: 
Capital expenditures — 
Additions to property, plant and equipment ................eee eee 
Exploration expenditures ............ PE EPO cera ee eee 


eral rpiraheRDCMONUNCS 45 5s isk cis dats ielc sails e 6 ¢ Sia Sie gauss ns siete bios 
OMe HOUT ONG-TeOmNADUITCS. tics. ooo cine bse a ge Kieeicb tee wewcns des 
SRSA ACIS ee Sk nls Hh VEN MIS ghey 5 oh sce eee a ainaters aes 608 5 
Advance funding of pensions (note 14)... i ea Sieh ew absceees 
MOR CI ee ae ot aes) vise eice Wid Lest Giet «ecole els wie Hn os class bss 


iticrease (cecrease) in Working Capital) .iics. csc ee. keeles cde ie dis cee ees 


Working capital changes: 
Increase (decrease) in current assets — 
Gacivand marketable SCCUIITICS: <0 ahs os caiku nda Se cdiv aude ess. 
ae OED CCCI UIC. ne Ch Siw natok. ceetdea te aie tuhend Merete awn BWSR a od 
vero ries OMe IiAlenials: 20 ser weds vo dss po mov ea he ae Os Wipe eww ele's 6 
Investment in Amalgamated Bonanza .............cecececeececees 


Increase (decrease) in current liabilities — 
GCSES AUADIC ANCOLNEL a civ une oes a eh wera Fae Wa wldn seaG eels os 
MCOMmeiane Otel LaXeS DaVADIC <5 hae oc saab aiclore eG a eis cue Libis be wiele'e 
Current portion of long-term liabilities ..... 0... cece cece eee eee 


Increase (decrease) in working capital ......... SADA Pa tear Repel Stidhe reise whee 
Working capital, beginning of the- Year ou cis cis sane wle ecco dusts Gyre aces 


RN OUKaNcieCaDi alend OL Ene VCAN os 2 ck vs, vee.0 ei cics = ce ois lel eee fai a) elas ele sie 9106 


*Earnings for the year adjusted for charges or credits not affecting 
working capital. 


(See accompanying notes to consolidated financial statements) 


1979 1978 
(millions of dollars) 
$410 $349 
166 115 
576 464 
21 17 
91 
2 34 
oe: poe 
690 519 
244 370 
166 115 
410 485 
18 37 
68 52 
10 
ee 5 _ 2 
507 576 
$183 $ (57) 
$147 $ (21) 
169 
163 (74) 
__ 2 hile 
481 (87) 
211 (38) 
106 2 
(19) 6 
298 (30) 
183 (57) 
478 530 
$661 $478 
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Gulf Canada Limited 
December 31, 1979 


1. Accounting policies 

The financial statements of the corporation have 
been prepared by management in accordance 
with generally accepted accounting principles. 
Because a precise determination of many assets 
and liabilities is dependent upon future events, 
the preparation of periodic financial statements 
necessarily involves the use of numerous esti- 
mates and approximations. The more significant 
of the corporation’s accounting policies are sum- 
marized below. 


Principles of consolidation — 

The accounts of the corporation and all subsidi- 
ary companies are included in the financial state- 
ments. Investments in joint venture companies 
owned 50 per cent or less are accounted for on 
the equity basis. The corporation’s proportionate 
share of assets and liabilities relating to the 
Syncrude project are included in the accounts 
along with its share of production and costs from 
March 1, 1979. 


Inventories — 

Inventories of crude oil, products and merchan- 
dise are valued generally at the lower of cost 
applied on a “first-in, first-out” basis or market 
value determined on the basis of replacement 
cost or net realizable value. 


Oil and gas properties — 

The initial acquisition costs of oil and gas pro- 
perties together with the costs of drilling and 
equipping development and successful explora- 
tory wells (other than wells in frontier areas) are 
capitalized. 

Exploration expenditures, including geological 
and geophysical costs, annual rentals on explora- 
tory acreage, exploratory dry hole costs and all 
expenditures (including the cost of discovery 
wells) in frontier areas where future production is 
not reasonably assured, are charged to expense. 


Depreciation, depletion and amortization — 
Capitalized costs of unproved oil and gas pro- 
perties are charged against earnings to the extent 
the values of such properties are considered im- 
paired based on past experience. 

Capitalized costs with respect to proved oil 
and gas properties are amortized against earn- 
ings on the unit-of-production method for each 
field using estimated recoverable oil and gas 
reserves. Charges are made against earnings for 
depreciation of investment in plant and equip- 
ment based on the estimated remaining useful 
lives of the assets using either the straight-line or 
the unit-of-production method, whichever is 
appropriate. No charges are made against earn- 
ings for the capitalized costs of certain heavy oil 
and coal properties pending development. 


Capital leases — 

In accordance with the recommendation of the 
Canadian Institute of Chartered Accountants, 
the corporation adopted in 1979 the policy that 
leases which transfer substantially all the benefits 
and risks of ownership of the leased assets are 
capitalized by recording the present value of pay- 
ments expected to be made under the leases as 
assets and liabilities, when significant. Capitalized 
leased assets are amortized over their estimated 
useful lives on a basis consistent with owned 
assets and lease payments are reflected as a re- 
duction of the liability and as interest expense. 
Such leases existing at December 31, 1979, were 
not significant in relation to net assets and 
accordingly were not capitalized. 


Syncrude preproduction costs — 

Prior to March 1, 1979, the corporation’s share of 
all costs, net of revenues received, was capital- 
ized and included with its share of the costs of 
the Syncrude plant and equipment. Effective this 
date these capitalized preproduction costs are 
being amortized on a unit-of-production basis 
related to the corporation’s share of the pro- 
duction and estimated recoverable reserves. 


U.S. dollar liabilities — 

Liabilities in U.S. dollars are translated to Cana- 
dian dollars at year-end rates of exchange. Gains 
or losses arising on translation of short-term 
liabilities are included in earnings. Unrealized 
gains or losses arising on translation of long-term 
liabilities are deferred and amortized over the 
remaining term of the liabilities. 


Income taxes — 
Income tax expense is computed on the basis of 
revenues and expenses reflected in the statement 
of earnings. A portion of such taxes is not cur- 
rently payable as tax legislation permits the 
deduction of certain costs and allowances prior 
to the time they are recorded as expenses for 
financial statement purposes. The amount not 
currently payable is included in the statement of 
financial position as deferred income taxes. 
Investment tax credits are applied to reduce 
the cost of the related fixed assets. 


Pensions — 

Pension benefit costs are determined annually by 
independent actuaries. The costs related to the 
current service of employees are charged annually 
to earnings in the year incurred. Costs resulting 
from amendments or upgrading of the plans, and 
which relate to service of employees in prior 
years, are amortized over the estimated remain- 
ing years of service of the employees involved. 


Crude oil transactions — 

In addition to its own net production, the corpor- 
ation purchases large volumes of crude oil from 
other producers and sells crude oil not required 
for its own refineries. Such crude oil sales are off- 
set against crude oil purchases and excluded 
from both net revenues and costs. 


Oil import compensation program — 

Under the oil import compensation program the 
federal government compensates eligible im- 
porters with respect to petroleum imported for 
consumption in Canada, provided the importing 
- company voluntarily maintains prices for pro- 
ducts obtained from imported petroleum at the 
level suggested by the government. The federal 
government also compensates purchasers of syn- 
thetic crude oil produced from tar sands plants. 
Compensation received or recoverable under 

_ this program is reflected as a reduction of the 
cost of purchased crude oil. 


2. Change in accounting practice 

_ The corporation, which accounts for its explora- 
tion and production activities on the successful 
efforts method, revised certain of its practices in 
1979 to conform to a uniform successful efforts 
method adopted by other major integrated oil 
companies. The revisions related to the capital- 
ization of development dry hole expenses, 

_ changes in the timing of the write-off of unsuc- 
cessful exploratory drilling, and changes in the 
methods of amortizing capitalized costs and in 
the method of providing impairment reserves for 
unproved properties. This change in accounting 
practice increased earnings for 1979 by $8 million 
and was applied retroactively decreasing retained 
earnings at December 31, 1977 by $4 million and 
increasing 1978 earnings by $4 million. 


3. Investment in Amalgamated Bonanza 

On October 18, 1979, the corporation entered 
into an agreement to acquire for sale to Gulf Oil 
Corporation all the outstanding shares of Amal- 
gamated Bonanza Petroleum Ltd. (Amalgamated 
Bonanza). The shareholders of Amalgamated 
Bonanza had the option, up to January 11, 1980, 
of exchanging their shares for Gulf Canada 


common shares on the basis of one Gulf share 
for each 2.82 shares held or $30 in cash. This 
transaction resulted in the issuance of 1,647,638 
Gulf Canada shares for an aggregate value of 
$139 million and payment of $2 million in cash. 

Coincident with the acquisition, under a Letter 
Agreement dated October 18, 1979, as amended 
on October 26, 1979 and January 11, 1980, the 
corporation agreed to sell Amalgamated Bonanza 
to Transocean Gulf Oil Company (Transocean), 
a subsidiary of Gulf Oil Corporation. Under 
these Letter Agreements Gulf Canada had the 
option to elect settlement with Transocean either 
in cash, or in common shares of Gulf Canada 
held by Transocean, or any combination thereof. 
Also, Transocean agreed to reimburse Gulf 
Canada for the total costs incurred by Gulf 
Canada in this connection and to indemnify and 
hold Gulf Canada harmless against any losses, 
claims, damages or liabilities to which it may 
become subject as a result of the transaction. 
The agreement with Transocean further called 
for that company to pay Gulf Canada an amount 
of $5 million on closing of the transaction in 1980. 

The corporation elected to receive in settle- 
ment 1,647,638 of its common shares and cash of 
$2 million, the equivalent of the consideration 
paid to the former shareholders of Amalgamated 
Bonanza. These common shares will be can- 
celled with effect from January 11, 1980, with the 
result that the beneficial interest of Gulf Oil 
Corporation in the shares of Gulf Canada will be 
reduced from 68.25% to 64.63%. 

These financial statements give effect as of 
December 31, 1979, to the acquisition and sub- 
sequent sale of Amalgamated Bonanza including 
the receipt and cancellation of the corporation’s 
shares (see note 9). 


4. Investments, long-term receivables and other assets 


Investments in associated and other companies: 
At cost: 


1979 1978 
(millions of dollars) 


With quoted market value (based on closing prices at end of each year) 


19 7O G43 MUON) 9782 — O30 TMLON gatas sihcccye eee oe hese baw olay $ 3 $ 3 
At equity: 
Investment in joint venture companies, at cost plus equity in 
MIN CHSLMIDUITEENeATININIGSa cts. Lon aie wtih one esa Gee oie ecw ails) 1b 
18 18 
Long-term receivables, deferred charges and other assets ...............0000- 69 63 
$87 $81 
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5. Property, plant and equipment 


Accumulated 
Gross depreciation, 
Rangeof investment depletion Net Net 
depreciation at cost and investment investment 
rates (1) amortization 1979 1978 
(millions of dollars) 
Exploration and production ..... (2) $ 872 $ 386 $ 486 $ 416 
Syncrude project4..0e ea (2) 29 8 287 360 
In-situ oil sands and coal ........ (3) 85 10 1D 69 
Transportationins’. osacu siege ee 4% to 10% 56 vA | 29 31 
Refining and petrochemicals ..... (4) 834 407 427 452 
Marketing a.0,.0) ene toe oe 2.5% to 10% 366 159 207 209 
Other: 30ers retiree tate pei 2.5% to 10% 112 16 96 30 
$2,620 $1,013 $1,607 $1,567 


(1) Additions during the year have been reduced 
by investment tax credits of $5 million ($8 
million in 1978). ; 

(2) Unit of production. 

(3) No charges are made against earnings for the 
acquisition costs of these properties pending 


6. Affiliated companies 

Included in accounts payable and accrued 
liabilities are amounts owing to and from affili- 
ated companies, all of which arose in the 
normal course of business, of $107 million and 
$7 million, respectively, at December 31, 1979, 


~ ($20 million and $4 million, respectively, at 


December 31, 1978). 

The corporation has transactions with Gulf 
Oil Corporation and its affiliates for the pur- 
chase and sale of crude oil, refined products 
and petrochemicals; the receipt of technical 
and engineering services under research agree- 


8. Long-term liabilities 


Debentures and notes (1): 


development; cost of equipment used in 
research and testing activities on these 
properties is depreciated over the life of the 
related activities. | 

(4) Processing units on unit of production, 
other items from 2.5% to 10%. 


ments; and hiring ocean tank vessels. The 
aggregate net amount paid or payable by the 
corporation in this connection, principally 
covering crude oil purchases for 1979 was $515 
million and for 1978, $258 million. 


7. Deferred revenue 

Included in accounts payable and accrued 
liabilities are payments of $37 million received 
up to December 31, 1979, ($13 million to 
December 31, 1978) under “take or pay” gas 
contracts. These amounts have been deferred 
and will be included in revenue when the gas is 
delivered at the option of the purchaser. 


Maturity 1979 1978 
(millions of dollars) 


53/,%, Series B xe Wee ere at oa en ce ae ea 1982 Sie $ 3 
5%, Series Ci(2) ieee es Ea eee eee eee 1982 6 8 
T34%, Series Bi vsia (Riana eee mre tard ba eee ae Rete oe 1988 30 31 
oy EE MADSEN a CNEID RO RAPER NOE iinet Pk why Se ky 1989 3 4 
BY 6 cl a EES Se Pes crclat ee leet 1990 3 Say 
814% loan re Syncrude(3) 4 ee o2uivs ws sess eee ae 1994 119 117 
B35 % (2) eee a aa abla ap era toe eR Pe 1997 146 148 
Interest-free. loans’ 2.2 sahiisaw can dec te See DR ee ee 27 
Other long-term obligations 5 oe ae eee varying dates 39 43 
348 384 
Less instalments due within one year included in current 
liabilities ooo 22. PSI as 5 sare aoe escent IS 34 
$333 $350 


34 


(1) All debenture issues require sinking fund 


payments. 
(2) Payable in U.S. dollars. Amounts outstand- 
ing in U.S. dollars: 
1979 1978 


(millions of dollars) 


5Y,%, SeriesC .. 1982 $ 5 S87 
834%, notes .... 1997 125 125 


(3) The 814% loan from the Government of Alberta, 


which includes capitalized interest of $19 
million, is evidenced by a debenture con- 
vertible by the holder into a portion of the 
corporation’s equity interest in the Syncrude 


9. Capital stock 
Shares without nominal or par value: 


Authorized — 
Common — unlimited number without 
nominal or par value; 
Preferred — unlimited number without 


Issued — 
Common — 


CE CIMOC Rl DLO seco ewan ane cele h a ens wet 


project (see note 10). To the extent that 

- the loan is converted, a proportionate 
amount of capitalized interest will be 
forgiven. 

In the event that the conversion option is 
not exercised, the loan plus capitalized 
interest is repayable in ten equal annual 
instalments commencing March 1, 1985. 


Approximate annual instalments of long-term 
debt due in the next five years are (millions of 
dollars): 

1980 — $15; 1981 — $21; 1982 — $8; 1983 — $8; 
1984 — $9 


nominal or par value. The preferred shares 
shall rank in priority to the common shares 
and may be issued from time to time in 
series with the designation, rights, restric- 
tions, conditions and limitations of each 
series in a manner as more particularly set 
out in the Articles of Continuance. 


Shares Millions of dollars 


Add issued in respect of investment in Amalgamated 


Bonanza (NOC: See ar how cscla wr Pak ese oie ed 


Less received and cancelled in respect of sale of investment in 


Amalgamated Bonanza (note 3) .............. 
MCCEMMOCE yb 19 7 Dist ig cic ales ac Re Aaa ls eles a 


CREE oD EPSNE 45,497,406 $281 
Sse mrad wh woe nib tacghs 1,647,638 139 
c iapeatdats rapa he (1,647,638) (15)* 
Se HaPaare Sots net 45,497,406 $405 


*The total consideration in respect of the shares received and cancelled amounted to $139 million; of 
this amount, $15 million represents the average paid in value of the common shares and has 
been deducted from capital stock; the balance of $124 million has been deducted from retained 


earnings at December 31, 1979. 


10. Syncrude 

The corporation is a 13.4% participant in the 
Syncrude project constructed and operated by 
Syncrude Canada Ltd. to produce synthetic 
crude oil from the Athabasca Oil Sands. 

Part of the corporation’s interest in the pro- 
ject was financed through a $100 million con- 
vertible loan from the Government of Alberta. 
For a period of five years from March 1, 1979 
the Government of Alberta can convert all or 
part of the principal amount into an equity 


interest in the project based on the relationship 
of the amount converted to the total project 
costs. Should this option be exercised to the 
maximum extent, Gulf Canada’s interest could 
be reduced by approximately 4.5 percentage 
points. 
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11. Income tax 

Total income tax expense was $147 million in 
1979 and $105 million in 1978 which represents 
an effective tax rate of 35 per cent and 36 per 
cent for 1979 and 1978 respectively on earnings 


Provision for income taxes at statutory rates ..... 


Add (deduct) the tax effect of: 


before income taxes. The following schedule 
shows the main differences between the com- 
bined federal and provincial statutory tax rate 
and these effective rates: 


1979 1978 


(millions of dollars) 
Amount % Amount % 


Boo eae $202 48% $141 48% 


Inclusion in taxable income of crown royalties and other 


provincial payments 5.24.20 «2 fae see eee 
Resource allowance to partially offset inclusion of 
crown: royalties: 5 sm Casas coca serene tee 


Depletion allowance earned by exploration and 


development expenditures ................ 
Frontier exploration allowance earned by frontier 


drilling expenditures (3.03.42 :.55. 00 eee eee (22) (5) (11) (4) 
Inventory allowance to partially offset the effect of inflation ..... (6) (1) (7) (2) 
Other ioc oP ae ee ales ae ee (8) (2) (6) (2) 

Provision for income taxes reflected in the statement 
of earnings. sos 02) So veers cea es $147 35% $105 36% 


Income taxes include deferred income taxes of 
$28 million in 1979 and $71 million in 1978. 
These deferred income taxes are related 


12. Depreciation, depletion and amortization 
Depreciation, depletion and amortization in the 
statement of earnings consists of: 


1979 1978 
(millions of dollars) 


Depreciation of plant and 

equipments: cae $ 98 $74 
Depletion and amortization 

of capitalized costs of oil 

and gas properties, 

drilling costs and other 

intangible assets ....... 25 


— 
i) 
iS) 
IB ler 
WO 1N 


13. Gain on sale of portion of Syncrude 
interest 
On August 30, 1979, the Alberta Energy Com- 
pany Ltd. exercised its option to acquire 20% of 
the interest of all of the participants in the 
Syncrude project. This disposition by the corpor- 
ation of a 3.35% interest in the Syncrude project 
resulted in a gain of $14 million after deduction of 
income taxes of $5 million. 


14. Pension plans 

The corporation has pension plans covering 
substantially all employees. The contributions 
by employees, together with those made by the 
corporation, are deposited with insurance com- 


primarily to the excess of capital cost allow- 
ances claimed for tax purposes over deprecia- 
tion recorded in the accounts. 


panies and/or trustees according to the terms 
of the plan. Pensions at retirement are related 
to remuneration and years of service. 

The amounts charged to earnings (including 
amounts paid to government pension plans and 
the amortization of prior service costs) were 
$28 million during 1979 and $20 million during 
1978. The unamortized prior service costs at 
December 31, 1979, were approximately $86 
million which consisted of: 


Amounts not yet funded $76 

Amounts funded and deferred in the 
accounts _10 
Total unamortized $86 


The plans were further amended on January 
1, 1980, to provide for increases in retirement 
benefits which increased the unfunded and 
unamortized prior service costs by $24 million. 
The unamortized costs of $110 million will be 
charged to earnings over periods up to twelve 
years. The unfunded amounts of $100 million, 
of which approximately $74 million represents 
the excess of the actuarially computed value of 
vested benefits over the assets of the plans, will 
be funded over periods up to twelve years. 


15. Research and development costs 
Research and development costs are charged 
to earnings as incurred and were $31 million for 
1979 and $30 million for 1978. 


- 16. Commitments and contingent liabilities 
_ The corporation has commitments in the ordi- 
nary course of business (for the acquisition, con- 
struction or rental of properties and the 
purchase of materials and services) and con- 

_ tingent liabilities under various guarantees, all 
of which, including capital leases, are not 

_ significant in relation to net assets. 


17. Formation of petrochemical consortium 
_ The corporation has entered into a letter of 

__ intent with Union Carbide Canada Limited and 

_ the Government of Quebec to form a major 

__ petrochemical consortium in the Montreal area. 
_ Subject to the parties negotiating the necessary 
agreements, the project will involve the transfer 
__ by the corporation of certain assets, consisting 
_ primarily of the Varennes plant, for cash anda 

_ participating interest in the project. ; 


( 18. Segment data 
_ Business segment data for the corporation is 
_ shown in the following table. 


Revenues: 
Outside the enterprise — 
Net sales and other operating revenues ....... 
Investment and sundry income .............. 


STOLE Sy na as BAabas Se acs gS ee ren a 
Niterseagmient TeVEMUCS |. oe ck ye eremie sin erni es tys in 
MOLARTCVUCHUCS bac tates coe hea pws 


Segmented earnings before income taxes and 
general corporate expenses ..............-000: 
General corporate expenses ..............2+008- 
BGOITICIEAN CS He ies Foye sr oo Hiei c wie Alege orcs 0 baie s 


Bet SeGMeNPeAININGS: a sutaet cccecbue ensue eee > 
Gain on sale of portion of Syncrude interest 


HOMer Tak lane ates ie Hae cre cae a op a Sails omens d 
Interest on long-term debt after tax ............... 


Net earnings for the year 


Assets employed at December 31: 
IdenitiaADle ASSCtS coe aero tniarers coi pace gis sure aed esos 


OL DOTate ASSCIS hate ccs oa se ees osha w Mia wie aces 8s 


Investment in Amalgamated Bonanza ........... 
Total assets 


eee eee eee cere eee eee ee eee ® 


_ Capital expenditures — 
Additions to property, plant and equipment ...... 
Exploratiomexpenditures ec tes sae oe wn xnice 


Total capital expenditures 


eee er eee eo eeee 


Depreciation, depletion and amortization 


coe ee ee ee 


This information by segment is shown as 
though each segment were a separate business 
activity. Therefore, intersegment transfers of 
products are eliminated to reflect total corpora- 
tion net revenues as reported in the Consoli- 
dated Statements of Earnings. 

The natural resources segment includes 
exploration, development and production activi- 
ties related to crude oil, natural gas, natural 
gas liquids, oil sands and minerals. The refined 
products and chemicals segment includes the 
manufacture, distribution and sale of petroleum 
and chemical products, as well as the business 
of Superior Propane Limited. 

General administration and other common 
costs have been allocated to each of the seg- 
ments on an appropriate and consistent basis 
and income taxes have been calculated in 
accordance with the legislation applicable to 
each segment. Interest on long-term liabilities 
has not been allocated to the business seg- 
ments and is shown separately net of tax. 


Gulf Canada Limited 
December 31, 1979 

Refined 

Natural products 
resources and chemicals Other Eliminations Consolidated 
1979 1978 1979 1978 1979 1978 1979 1978 1979 1978 

(millions of dollars) 
$305 $250 $2,650 $2,259 $52 $ 42 $3,007 $2,551 
DAME Ue ees Se ae pS 20, 2S ae) 
305 250 2,658 2,267 95 67 3,058 2,584 
551 _369 pean Nit Boal $869) 
$856 $619 $2,658 $2,267 $95 $67 _$(551) $(369) $3,058 $2,584 
$313" $263 $ 159 $ 80 $32 $18 $ (1) $ @) $ 493. $ 359 
(8) (5) (39)" (36) (47) (Al) 
(104) (103) (48) (14) (10) (1) 4 (158) __ (118) 
$201 $155 (2 aero ee oy § (7) S$ (2) $288 $ 200 
14 
(14) (13) 
$ 288 $ 187 
$989 $944 $1,857 $1,605 $ (37) $ (27) $2,809 $2,522 
$477 239 477 239 
Z 

$3,288 $2,761 
Sip8e 6235 tO.) 47 o eb S69: $11 $ 244 $ 370 
166 115 166 115 
$294 $350 $ 47 124 69 11 $ 410 $ 485 
$ 52 S3 SOS Pa Ode Dau pe 123 89 
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Amounts, except for unit statistics, expressed in millions of dollars 


Balance Sheet 
Current assets 3.4 vege es ee 
Deduct: Current liabilities ................ 


Working capital: ax ae ee eee 

Property, plant and equipment — net ...... 

Investments, long-term receivables and 
other assetsi25 oy oes Sa ee ee 


Capital employed 5 hee ea eae 
Deduct: Long-term liabilities .............. 
Deferred income taxes ........... 


Shareholders: equity 20s ews sa 
Per share ce 6 ee oe oe eee er 

Capital Expenditures 

Property, plant and equipment ........... 

Exploration expenditures ..............-. 

Total capital expenditures ............... 


Earnings 


Net revenues. oo eo eo os 
Deduct 
Exploration and dry hole costs .......... 
Depreciation, depletion and amortization 
Taxes, other than income taxes ......... 
Income taxes cco esse eee wi cee oe 


Earnings for the year before Syncrude gain 
Gain on sale of portion of Syncrude interest 


Earnings: for the year" 2.40. . .06 ccesw ee eae 


Rate of Return (per cent) 


On average capital employed ............. 
On average shareholders’ equity .......... 


Funds from Operations ............. 
Dividends Declared ................. 
Per Share 


Earnings for the year ..........0cececeees 
Cash dividends... uae ee ee 


1979 1978 
$1,594 $1,113 $1,199 $ 
933 635 666 _ 
661 478 533 
1,607 1,567 1,298 
87 81 70 
2,355 2,126 1,901 
333 350 333 
383 357 284 
$1,639 $1,419 $1,284 $ 
$ 36.02 $ 31.19 $ 28.22 $ 
$240 > $e 370 ea $ B83 ag 
166 115 it 
$ 410 $ 485 $ 494 $$ 
$3,058 $2,584 ~ - $2:357 =$ 
166 115 111 
123 89 82 
190 140 125 
147 105 110 
2,158 1,948 1,745 
2,784 2,397 2,173 
274 187 184 
14 ~ ae 
$988". § 187 Seta 
13.5 9.9 11.4 
18.8 13.8 15.1 
$ 410 $+ 349 "$332 $ 
$° 68 > $2 5255 $5240 ae 
$..<-6.33'° $) 4 eS a ae 
$ 150° $ 1314-$" 2 108s 


1977 


1976 1975 


975 $ 832 
504 395 
A71 437 
1,009 829 
57 60- 
1,537 1,326 
167 116 
221 182 
1,149 ‘$1,028 
25.27 $ 22.60 
261 + $ 163 
62 56 
323 $ 219 
1,954 — $1,730 
62 56 
73 71 
111 98 
123 143 
1,418 1,186 
1,787 1,554 
167 176 
167... 4.176 
11.9 14.5 
15.3 18.3 
278 $$ 266 
dou S43 
3.67. $< 3.87 
1.00: $5.95 


Net earnings 


Funds from operations fy ie oe eat oie 


Millions of dollars 


f _| Retained in business 


ar Paid to shareholders 


Capital and exploration expenditures Taxes and other government revenues 


Millions of dollars Millions of dollars 


(99q Exploration expense |_| Collected for governments 
Provided by Gulf Canada 


Capital employed 


Millions of dollars 
Other assets GE Property, plant and equipment 


$4 Working capital 


a 1326 1537 2126 ie 
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1979 1978 1977 1976 1975 
Crude and Natural Gas 
Liquids Produced 
(thousands of cubic metres) 
Conventional 
Gross 7,858 6,492 6,682 6,886 7,577 
Net 5,379 4,334 4,426 4,697 5,266 
Per day — gross 215 17.8 18.3 18.8 20.8 
— net 14.8 11.9 124 12.9 14.5 
Synthetic 
Net 396 — = = _ 
Per day lek — eae = — 
Crude Oil Processed 
by and for the Corporation 
(thousands of cubic metres) 
Total 18,475 17,492 19,667 17,188 17,608 
Per day 50.6 47.9 53.9 46.9 48.2 
Petroleum Products Sold 
(thousands of cubic metres) 
Total 15,656 15,629 16,579 15,266 15,407 
Per day 42.9 42.8 45.4 41.7 42.2 
Natural Gas Produced and Sold 
(millions of cubic metres) 
Gross 3,996 3,839 4,283 4,538 4,835 
Net 2,854 2,781 3,103 3,327 3,797 
Per day — gross 11.0 10.5 dele 12.4 13.2 
— net 7.8 7.6 8.5 9.1 10.4 
Petrochemical Sales 
(thousands of kilograms) 
Total 508,828 472,739 420,829 397,039 293,757 
Per day 1,394 1,295 1,153 1,085 805 
Sulphur Sales 
(tonnes) 
Total 284,790 315,868 349,519 258,609 205,994 
Per day 780 866 957 706 565 
Net Wells (Bore Holes) Capable of 
Producing at Year-End 1,578 1,546 1,499 1,437 1,400 
Net Wells Drilled 83 89 108 59 45 
Net Acreage under Lease, Reservation 
and Option (Hydrocarbons) 
(thousands of hectares) 11,990 10,963 10,133 10,344 10,553 


Gulf Canada Limited 
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J.L. Stoik, President and Chief Executive Officer 
J.C. Phillips, Q.C., Chairman of the Board 
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__L.G. Dodd, Vice-President and Controller 


R.E. Harris, Vice-President 


_ C.G. Walker, Vice-President 
_ E.E. Walker, Vice-President 


_ W.M. Winterton, Vice-President, General 


Counsel and Secretary 
Directors 


_ J.D. Allan, Toronto 
_ L.P. Blaser, Toronto 
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E.F. Crease, Halifax 
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R.G. Rogers, Vancouver 
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J.L. Stoik, Toronto 
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_ Director Emeritus 
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Head Office 
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_ MSH 3R6 
_ Marketing Region Offices 
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~ Calgary, Alberta 


Chemicals 
Plants: Montreal East, Shawinigan and Varennes, 


~ Quebec 


_ Accounting and Data Processing Centres 
_ Montreal, Quebec; Toronto, Ontario; 
~ Calgary, Alberta 


a Sa i 


_ Research and Development Centre 


Sheridan Park, Ontario 


-Exploration/Production Offices 


Calgary, Edmonton and Stettler, Alberta; 
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_ Operated gas plants: Baptiste, Bashaw West, 
_ Buffalo Lake North, Gilby, Morrin-Ghost Pine, 


Nevis, North Sibbald, Pincher Creek, Rimbey, 
Strachan and Swalwell, Alberta 


Pipelines 


_ Operated pipelines: Alberta Products, Gulf 


Alberta, Gulf Saskatchewan, Rimbey, 


Saskatoon, Shawinigan and Valley 


Refineries 

Point Tupper, Nova Scotia; Montreal East, 
Quebec; Clarkson, Ontario; Edmonton, 
Alberta; Kamloops and Port Moody, British 
Columbia 


Asphalt Plants 
Moose Jaw, Saskatchewan; Calgary, Alberta 


Principal Affiliates (wholly owned) 
COMMERCIAL ALCOHOLS LIMITED 
Head Office: Montreal, Quebec 
President: W.A. Rogers 


GULF CANADA PRODUCTS COMPANY 
(A division of Gulf Canada Limited) 
Head Office: Toronto, Ontario 

L.P. Blaser, President 

J.D. DeGrandis, Senior Vice-President 
W.H. Griffin, Senior Vice-President 
C.W. Fitzwilliam, Vice-President 

W.J. Hindson, Vice-President 

T. Matsushita, Vice-President 

M.P. Peterson, Vice-President 
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Head Office: Calgary, Alberta 

S.K. McWalter, President 

R.H. Carlyle, Senior Vice-President 

E.M. Lakusta, Senior Vice-President 

M. Bregazzi, Vice-President 

C.K. Caldwell, Vice-President 

D.R. Motyka, Vice-President 

T.B. Simms, Vice-President and Treasurer 
G.A. Holland, Secretary 


SERVICO LIMITED 
Head Office: Quebec, Quebec 
President: W.H. Griffin 


SUPERIOR PROPANE LIMITED 
Head Office: Toronto, Ontario 
President: A.L. Goerk 


Registrar 
Canada Permanent Trust Company, Toronto 


Transfer Agents 

Canada Permanent Trust Company — 
Vancouver, Calgary, Regina, Winnipeg, 
Toronto, Montreal, Saint John, New 
Brunswick; Charlottetown, Halifax, St. John’s, 
Newfoundland 


Registrar and Transfer Company — New York 
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GULF CANADA LIMITED 


J.L. Stoik, 
President and Chief Executive 
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R.C. Beal, 
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New Business Development 
and Research. 


L.G. Dodd, 
Vice-President and Controller. 


W.M. Winterton, 
Vice-President, General 
Counsel and Secretary. 


E.E. Walker, 
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Corporate Planning. 
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Chairman of the Board. 


W.H. Burkhiser, 
Vice-President and Treasurer. 


R.E. Harris, 


C.G. Walker, 
Vice-President, responsible for Vice-President, responsible for 
Human Resources and Realty. Public Affairs. 


Conversion to Metric 


Table of basic metric conversion factors* 


Measurement Traditional to Metric Metric to Traditional 
Length 1 mile = 1.609 34 kilometres (km) 1 km = 0.62137 mile 

1 foot = 0.304 80 metre (m) 1 m=3.28084 feet 
Area 1 acre = 0.404 69 hectare (ha) 1 ha= 2.47103 acres 
Volume 1 gallon (Can.) = 4.546 09 litres (L) 1 L=0.21997 gallon (Can.) 


1 barrel = 0.158 99 cubic metre (m3) 1 m3 = 6.28970 barrels 
1 MCF = 28.173 99 cubic metres (m3) 1m3=0.035494 MCF 


(natural gas) 
Mass 1 pound = 0.453 59 kilogram (kg) 1 kg= 2.20463 pounds 
1 long ton = 1.016 05 tonnes (t) 1t =0.98420 long ton 
(2,240 pounds) 
1 short ton = 0.907 19 tonne (t) 1t= 1.10232 short tons 
(2,000 pounds) 


*International System of Units (SI) conversion factors used by Canadian Petroleum 
Association in their statistical handbook effective January 1, 1979. 


GULF CANADA PRODUCTS COMPANY 


the “downstream” division of Gulf Canada Limited responsible for refining, marketing, 
chemicals, and supply and distribution. 


L.P. Blaser, J.D. DeGrandis, W.H. Griffin, Cw. Fitzwilliam, 


President. Senior Vice-President, Senior Vice-President, respons- Vice-President, Control. 
responsible for Planning and ible for Manufacturing, Market- 
Control. ing, Supply and Distribution. 
ea 6 wee : 2 


Z 


W.J. Hindson, T. Matsushita, 


M.P. Peterson, K.C. Reeves, 


Vice-President, Supply and Vice-President, Planning. Vice-President, Marketing. Vice-President, Manufacturing. 
Distribution. : 


GULF CANADA RESOURCES INC. 


the “upstream” subsidiary of Gulf Canada Limited responsible for resource operations. 


A 


S.K. McWalter, R.H. Carlyle, 


_ 


E.M. Lakusta, M. peace 


President. Senior Vice-President, Senior Vice-President, Vice-President, New Eneray 
responsible for Exploration. responsible for Production. Resources. 


C.K. Caldwell, D.R. Motyka, 
Vice-President, Exploration Vice-President, Production Vice-President, Finance and 
Operations. Operations. Planning. 
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Report to Shareholders 


For six months ended June 30, 1979 


GULF CANADA LIMITED 


Please notify the Share Register Department 
477 Mount Pleasant Rd., Toronto M4S 2M1 
of any change of address. 


GULF CANADA LIMITED 


CONSOLIDATED STATEMENT OF EARNINGS 


(Unaudited Interim Report) 


REVENUES: 
Gross. Sales and, other operating, revenues: © cr, . . ee 
Deduct = Crude, oilosales. 7.07 jae. oa he ee ee 
— Taxes. collected for soverminientsse, ... ua ae 
Net sales and other operating revenues: 2... sor aera 
Investment .andisundry. income 4.4.42... eee eee 
Net revenues’ iy 5-4 SO ee ee 


EXPENSES: 
Purchased crude oil, products and merchandise ........... 
Operating expenses...) .5)s. Mioae Bese a eee = eke 
Exploration, dry hole and other frontier area expenditures .. 
Selling, general and administrative expenses ............. 
Depreciation, depletion and amortization ................ 
Interest on: long-term. liabilities) «(206.5 eee aa ee 


Earnings before income and/othertaxes™. . osacime «4. eee 
Taxes: 
Taxes other, than‘taxes Om income «a2 | 2 fvgaeaeeo ee 


Income taxes (includes deferred taxes of 
$28.9 in '1979° S41 31n 1978)s 25 eee ee 


EARNINGS FOR THE PERIOD ......................... 


Farnings. per share -. ..2..) uss: tate eee © ee 
Common shares issued: 3420.03 eae ee ee ee eee 


OPERATING STATISTICS 


Gross crude oil and natural gas liquids produced — 

CUDIC MEMES 8 og ee cece ne ee 
Gross natural gas sold — thousands of cubic metres ....... 
Crude: oil processed: —“cublenmetres = 2. ane se ee 
Petroleum-products:sold>—"cubie metres aser +. eee 


Six Months 
Ended June 30 
1979 1978* 
(Millions of dollars) 
$2,437.4 $2,245.8 
( 941.8) (833) 
( 136.4) ( 164.8) 
13597 1,247.3 
20.9 16.8 
1,380.1 1,264.1 
654.4 665.3 
7s 122.4 
62722 50.9 
169.2 160.0 
58.3 43.8 
| ae)! 12.8 
1,130.0 1,055.2 
250.1 208.9 
82.9 62.4 
604 55.5 
143.3 117.9 
$ 106.8 $79 10 
$9 52335 S208 
45,497,406 45 ,497 406 
Six Months 
Ended June 30 
1979 1978 


(Daily volumes) 


21,403 17,454 
11,700 11,708 
49,161 51,491 
41,658 44,118 


*Restated to give effect to revised oil and gas accounting practices adopted January 1, 1979. 


Short-term loans 


GULF CANADA LIMITED 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 


(Unaudited Interim Report) 


Six Months 
Ended June 30 
1979 197 8** 
oie OF Ge (Millions of dollars) 
WATT Gs RU ko. Ge bila ages a kee 191.6 
SaiestGL DIQDELUIES# hoe, oe eee, eee ; 8.4 . ata 
one-term obligations... ....4<..0osiet)..... 0.00... 1.6 30.5 
Param NY CsttChtant a. sd ee as. ae — 4.0 
201.6 2179 
USE OF FUNDS: 
Additions to property, plant and equipment .............. 1635 206.8 
Reduction in long-term obligations ..................... 1355 de 
ee 6 be oe AR SR?) (or 318 25.9 
HL ES ete Gon .6 
[214 235.8 
Increase (decrease) in'working capital <).. 2.0) . =. cs oles 79.9 (ot7:9) 
Working capital beginning of period** ./.4)........4... 477.2 534.1 
Peeaiie Capital renciOl PETIOU© fesse GEG, 6 os a ot one eo > Dovel peo Gi2 


*Earnings for the period adjusted for charges and credits not affecting working capital. 
** Restated to give effect to revised oil and gas accounting practices adopted January 1, 1979. 


CONSOLIDATED STATEMENT OF WORKING CAPITAL 


(Unaudited Interim Report) Six Months 
Ended June 30 
1979 1978* 
(Millions of dollars) 

asmand Marketawie SCCUNLIES 24. an. eee: 6. & dete $ 146.5 $ 109.8 
Bee OMITIESLLCCCRV AIG 95 ete SRO ns ar S| 6 63. ote AUER 543.3 212:0 
Inventories of crude oil, products and merchandise ........ 491.4 492.3 
Bisterials, supplics. and prepatd expensesic-a.. .... i284. % 5315 43.7 
PETITTCN(SARSCIG UL ee Coie A Gates. cecas Seems 1273427 1,157.8 

a GO he eee ee ee 19. Ziel, 

Accounts payable and accrued liabilities................. 5 25%7; pv 3.) 
meine and other taxes) payable) (2.50 oie, .. 66 ie awe 78.6 49.5 
Current portion of long-term liabilities .................. 43.5 ed, 
avidends PaVRle oc. soe i. ae sire gE! + + on hee Hes L539 30) 
SUTrentaleaHLMNIeS | eee. + ee REM + - n, Cosh sere GILG We 641.6 

NV OPK IN ONCADI ALO fier) id cena: + +. «sae OnPa east Soy lel Ne ee eye 


*Restated to give effect to revised oil and gas accounting practices adopted January 1, 1979. 


Toronto, Ontario, August 3, 1979 
TO THE SHAREHOLDERS: 
Earnings . . . Net earnings for the six months 
ended June 30, 1979, were $106.8 million or 
$2.35 per share, compared with restated earn- 
ings of $91.0 million or $2.00 per share for the 
first half of 1978. The restatement for 1978 
earnings results from the Corporation’s adop- 
tion, January 1, 1979, of the oil and gas account- 
ing practices prescribed by the Financial Ac- 
counting Standards Board and explained in the 
1978 Annual Report to Shareholders. The effect 
on the first six months of 1979 has been to 
increase earnings by $8.6 million or $0.19 per 
share (1978: $3.5 million or $0.08 per share). 
Natural resource profits improved due to 


TAXES AND OTHER 
GOVERNMENT REVENUES 


Six Months 
Ended June 30 
1979 1978* 


(Millions of dollars) 


From Gulf Canada: 
Income taxes — current $ 31.5 $ 14.2 
— deferred 28.9 41.3 
Other taxes p 62.4 
Petroleum and natural 
gas lease payments .. : oN DAS, 
Crown royalties, less 
incentive credits . 90.0 
23 lets 
Collected for governments: 
Gasoline, fuel, excise 
and export taxes z 164.8 
GRAND TOTAL $396.6 


NET EARNINGS 


AFTER TAXES $106.8 $ 91.0 


*Restated to give effect to revised oil and gas 
accounting practices adopted January 1, 1979. 


larger volumes of crude oil produced and higher 
selling prices for both crude and natural gas. 
Partially offsetting these gains were higher ex- 
penses, mainly exploration and dry hole costs 
and the Syncrude operations from March 1, 
1979. 

Earnings from refined products declined as 
higher selling prices were not sufficient to cover 
increases in manufacturing and distribution 
costs. Chemical earnings improved as a result of 
increases in selling prices. 

Capital and exploration spending totalled 
$138.7 million, a decrease of $119.0 million 
from the same period last year due to the comple- 
tion of the construction phase of the Clarkson 
lube plant and the Syncrude project in 1978. 


NEWS IN BRIEF 


Following the establishment late last year of 
Gulf Canada Resources Inc., a Calgary-based 
subsidiary, Gulf Canada Limited announced the 
formation, effective July 1, of a Toronto-based 
‘‘downstream’’ division, Gulf Canada Products 
Company, which will be responsible for Refin- 
ing, Marketing, Chemicals and Supply and Dis- 
tribution. The new corporate organizational 
structure will enable Gulf Canada to take better 
advantage of business opportunities through the 
1980s. 

Named as President of Gulf Canada Products 
Company is Gulf Canada Executive Vice- 
President L. P. Blaser. Reporting to Mr. Blaser 
are two Senior Vice-Presidents: J. D. De- 
Grandis, responsible for Planning and Control, 
and W. H. Griffin, responsible for Manufactur- 
ing, Marketing, and Supply and Distribution. 
They are presently Gulf Canada Vice-Presidents 
of Supply and Distribution and of Marketing. 


Exploration ... During the quarter, 19 
exploratory wells were drilled, 18 in the western 
provinces and one in the Arctic Islands. Fifteen 
successes were recorded.— eight conventional 
heavy oil wells in Saskatchewan; two light oil |. 


and three gas wells in Alberta; one light oil well 
in British Columbia; and a major gas discovery 
in the Arctic Islands. At the end of June, Gulf 
Canada Resources was operating or participating 
in 17 exploratory wells. 

In the Arctic, testing of the Whitefish wildcat 
well indicated a total of 52 metres (172 feet) of 
net pay from three gas zones. The potential 
reserve from this well is a significant factor in 
approaching the Arctic Islands threshold gas 
reserves needed to justify the economics of 
building a pipeline to the area. Gulf Canada will 
have a 32.5 per cent interest in the Whitefish well 
on completion of the Arctic Islands exploration 
program. 

By the end of the quarter, Gulf Canada Re- 
sources had participated in the drilling of 18 
wells under the Saskatchewan Heavy Oil Pro- 
gram. Fifteen are potential oil wells and one is a 
potential gas well. 


Production . . . Crude oil production was in- 
creased to meet the high demand resulting from 
the shortage of Iranian crude in world markets. 
Gulf Canada’s largest increase was in the Fenn- 
Big Valley field where volume went up from 
3,498 to 5,247 cubic metres (22,000 to 33,000 
barrels) per day. Lower gas production resulted 
from the current oversupply situation in Canada. 

A total of 34 development wells were drilled 
in the quarter, of which 13 found oil and ten gas, 
and six were injection wells. The oil wells are 
located in the Swan Hills, South Swan Hills and 
Provost areas of Alberta, and in the Parkland 
area of British Columbia. Gas reserves were 
increased in the Coalbranch, Bellis, Fox Creek 
and Magrath areas of Alberta, and in the Beaver- 
tail area of British Columbia. 

Experimental in-situ oil sands operations con- 
tinued with the second phase of the fireflood 
pilot test at Wabasca. In the Pelican area, pro- 
duction testing was terminated and data are now 
being analyzed. At Cold Lake, the solvent steam 
stimulation test is still in the production phase, 


and single well oil production to date is nearing 
1,400 cubic metres (8,800 barrels) per day. 
Preparations are continuing for a one-well single 
cycle steam stimulation test in the Surmont 
acreage. 

In the Belcourt coal operations in British 
Columbia, a preliminary feasibility study of the 
potential mining areas is to be completed by 
March, 1980. In addition, Gulf Canada’s pro- 
gram of sub-bituminous coal resource acquisi- 
tion has been spurred by the discovery of the first 
significant coal outcrops on lands recently 
licensed in northeast British Columbia. Sub- 
bituminous coal lands have also been acquired in 
Alberta, and preliminary applications have been 
made on lands in British Columbia which may 
contain bituminous coal. Reconnaissance map- 
ping is in progress in both areas. 

The Syncrude facility operated one of two 
upgrading trains during the period and shipments 
of synthetic crude averaged almost 6,000 cubic 
metres (37,600 barrels) per day. Operation of the 
No. 2 coker upgrading train will now extend to 
August when the unit will be taken off line for 
maintenance. The No. | coker upgrading train 
started up again in early July. 


Supply and Distribution . . . Two companies 
— Gulf Canada Limited and Home Oil Company 
Limited — have made a Canadian-based 
strategic oil storage proposal to the United States 
Department of Energy. The multi-million dollar 
project would create, by 1986, underground 
storage for eleven million cubic metres (68 
million barrels) of crude oil in caverns to be 
washed out of salt desposits underlying the 
southern part of Cape Breton Island, north of the 
Strait of Canso. 

This project would be a major undertaking, 
involving the construction of a new dock east of 
the existing ocean terminal at Gulf Canada’s 
Point Tupper refinery, a triple pipeline system 
extending 16 kilometres (10 miles) north to a salt 
deposit near McIntyre Lake and an additional 16 


kilometres to a second deposit near Kingsville. 

As a result of the reduced world oil supply due 
to export limitations in Iran, significant upward 
pricing pressures developed in the second quar- 
ter. On April 2 the Organization of Petroleum 
Exporting Countries adopted a common 9.05 per 
cent increase, pushing the price of crude to 
$14.55 (U.S.) per barrel and at the same time 
allowing member countries to impose additional 
surcharges as judged appropriate for market 
conditions. On July 1 OPEC again moved the 
price of crude upward — this time to $18.00 
(U.S.) per barrel with other member producers 
continuing with surcharges. 

Canadian crude prices, controlled by the fed- 
eral government, remained unchanged in the 
first half of the year. On June 21, however, the 
federal energy minister announced a $1.00 per 
barrel increase, based on the original agreement 
among federal and provincial energy ministers in 
June, 1977. 


Refining . . . Crude and condensate processed 
in the second quarter totalled 4.6 million cubic 
metres (28.7 million barrels) or 81.5 per cent of 
capacity, slightly higher than the corresponding 
period last year. 

Mechanical problems reduced gasoline pro- 
duction at Montreal East, Clarkson and Edmon- 
ton refineries, while operating difficulties were 
responsible for significantly lower volumes of 
lubricating oil from the new Clarkson plant. 

To assure production and improve reliability, 
standby compressors and filters as well as addi- 
tional intermediate tankage have been approved 
for the Clarkson lube oil facilities. Design and 
construction will require approximately 18 
months. 


Marketing ... Product prices continued to 
strengthen particularly in Eastern Canada, with 
some improvement also evident in Ontario. Con- 
tributing to this upward price trend has been the 
tight supply situation world-wide for crude oil 


and the absence of product surpluses which 
previously had depressed prices in these areas. 

The conversion to metric measurement, which 
began at the beginning of the year, is now well 
advanced throughout the industry. Most Gulf 
Canada retail outlets in major areas are now 
selling gasoline in litres with minimum objection 
or confusion on the part of consumers. 


Chemicals . . . Second-quarter earnings con- 
tinued to improve, reflecting the tight feedstock 
supply position as a result of strong market 
demands. 

Although production rates in the quarter were 
marginally below those of the preceding three 
months as various plants took annual turn- 
arounds, volumes for the first six months were 
ahead of last year, with the exception of olefins 
which remained at the same level. 

Modernization of the calcium carbide furnace 
at Shawinigan is proceeding well and start-up is 
expected in early fall. 


Realty ... Occupancy of the Gulf Canada 
Square building by the Corporation’s Calgary 
staff is now assured for September 1. Over 80 per 
cent of the rentable space in the building has 
already been leased. 

The City of Toronto purchased the site of the 
Corporation’s first refinery at Cherry and Keat- 
ing Streets. 


Chairman of the Board. 


President. 


